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WANTED 


Cincinnati Life Insur- 
ance Company stock. 
Write, stating amount 
offered for ‘sale and 
price desired, to 


ALFRED M. BEST 
100 William Street 
New York 














CORPORATE TITLES WHICH MISLEAD 


The attitude of the members of Congress, who are 
urging the proposed income tax measure, upon the 
question of taxation of the income of mutual life in- 
surance companies shows very clearly an entire mis- 
conception of the functions of such institutions. This 
we have pointed out heretofore. One of our sub- 
scribers suggests that perhaps this misconception is 
due in part to the fact that various companies which 
are not actually mutual, but which have a capital 
stock, the owners of which control the companies, use 
the word “mutual” in their titles, this resulting in 
confusion. The companies having such titles are the 
following : 


Columbus Mutual Life Insurance Company, Colum- 
bus, O. 

Dakota Mutual Life Insurance Company, Water- 
town, S. D. 

Michigan Mutual Life Insurance Company, Detroit, 
Mich. 

Midland Mutual Life Insurance Company, Colum- 
bus, O. 
Pacific Mutual 

Angeles, Cal. 
Pennsylvania Mutual Life Insurance Company, Phila- 
delphia, Pa. 
Southern States Mutual Life Insurance Company, 
Charleston, W. Va. 


Life Insurance Company, Los 
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OUR LIFE REPORTS FOR 1913 READY FOR 
DELIVERY | 

It is with great satisfaction that we are able to 
advise our subscribers that we have received from 
our printer the first bound copy of the 1913 edition 
of BEST’S LIFE INSURANCE REPORTS, and 
that deliveries will proceed steadily and rapidly until 
all of our subscribers are supplied. 

The book trims the same size as last year, and con- 
tains about the same number of pages, viz., seven 
hundred and fourteen. We found this year a paper 
better suited to cur requirements, and this paper 1s 
so thin that the entire volume measures only a little 
over half an inch in thickness, while, at the same 
time, the paper is very opaque, so that the type stands 
out clearly, without showing through. 

We have introduced a number of important im- 
provements this year. We are able to present, in con- 
nection with our editorial comment upon each com- 
pany, a tabulated statement of its assets and liabili- 
ties, showing the percentage of the total admitted 
assets represented by each item listed and the rate 
per cent. of income realized thereon; and we also 
show, in connection with the main report, the princi- 
pal items of income and disbursements, and the terri- 
tory in which each company is operating. Thus, all 
the information concerning each company will be 
found in one place, with the exception of three items 
—viz., the details of the insurance written and in 
force, the details of the gain and loss exhibit, and 
our customary calculations showing the cost of new 
business. These items, to save space, are included in 
tables at the end of the book. 

We sincerely believe that this book is the most 
valuable aid to field men which has ever been pub- 
lished. This is the eighth annual edition of our LIFE 
INSURANCE REPORTS, and the net financial re- 





sult of our work in that department of our business 
is a very substantial loss. In other words, our de- 
termination to preserve editorial freedom from bias 
by publishing our life insurance works without adver- 
tising support, and our further determination to make 
these reports absolutely complete and reliable, regard- 
less of the expense incurred, has resulted 1n our ex- 
pending during the last eight years a great many 
thousand dollars more than we have received through 
the sale of these books, large though: it has been. 
This is not stated as a complaint, nor a “bid for 
sympathy,” for we have always believed, and believe 
now more firmly than ever, that the necessity for 
such works as ours in the life insurance field will 
ultimately make their publication a very profitable 
enterprise; and this belief is borne out by a very 
rapid increase in the volume of our sales during 1912, 
and a still more marked increase during the first half 
of the current year. This increase has enabled us to 
“turn the corner”; we are now getting back part of 
the money disbursed by us during the past eight 
years, representing the excess of the expense account 
over gross sales. We have two objects in referring 
to the matter at all: First, to bring to the attention 
of our subscribers our own unshakable faith in the 
merit of what we have to offer, proved by the great- 
est test of business sincerity—the investment of a 
very substantial amount of capital; and, second, to 
remind our subscribers that this agency, unlike any 
other publishing house in this or in any other coun- 
try, exists for the benefit and protection of its sub- 
scribers, first, last and always, and to urge them te 
give us their active assistance, either through record- 
ing additional subscriptions or through the purchase 
of additional copies of our various publications for 
the benefit of their sub-agents, and by recommend- 
ing the service to others. A. M. B. 





Latest Insurance Decisions Discussed 


By WILLIAM OTIS BADGER, JR. 
(OF THE NEW YORK BAR) 





It is our purpose month by month to discuss the most 
important recent decisions of the courts of this country 
and Canada, which have immediate bearing on ques- 
tions of interest to the insurance public aid to life in- 
surance agents. The decisions themselves will not be 
printed in full, and the technical portions will be pur- 
posely omitted so that the comments on the case, while 
covering the facts involved and the conclusions of the 
courts, will be readable and within the understanding of 
the layman. 

If at any time our subscribers should desire complete 
decision in a case we refer to, we shall be glad to obtain 


it for them. 





PROOFS OF DEATH 


Proofs of Death Submitted under the Provisions of the 
Contract are not Conclusive as to the Cause of Death, 
and a Mistake therein May be Shown. 


The Supreme Court of Minnesota has recently had oc- 
casion to pass upon the question of the effect of a mis- 
statement of the cause of death made in proofs submitted 
to the company. In this case the benefit certificate pro- 
vided that if death was due to delirium tremens caused 
by the intemperate use of alcoholic drinks, it should be 
null and void. By a strange mistake the proofs of death 
stated that the cause of death of insured was delirium 
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tremens. As a matter of fact, the wife of the insured 
had the proofs drawn up by her neighbors, none of 
whom seemed to be well versed in the characteristics 
of the disease in question and the statement was 
erroneous. 

Upon the trial the mistake was shown; but the com- 
pany claimed that the statements in the proofs of death 
were conclusive and that there was no liability upon the 
certificate. The court, however, correctly held that in 
the absence of explanation, the mistake might have been 
fatal; but it being satisfactorily shown that it was in 
reality an honest error and the jury having found upon 
all the evidence that the deceased did not come to his 
death through intemperate drinking, the beneficiary was 
allowed to recover. 

The opinion is to the effect that care in drawing up 
proofs of death is advisable, especially when certain 
causes of death are excepted by the policy, yet that a 
mistake, as here, can be explained and the real situation 
shown. The court stated as follows: 

This action is to recover $2,000 on a benefit certificate 
issued by defendant to John C. Lockway and payable 
on his death to his widow, the plaintiff. The defense 
was that Lockway died of delirium tremens, caused by 
the intemperate use of alcoholic drinks; the certificate 
providing that in such case it should be null and void. 
The case was tried to a jury, and a verdict for plaintiff 
returned. 

The first error assigned is the denial by the trial court 
of defendant’s motion to dismiss, made at the close of 
plaintiff’s case. The claim is that it conclusively ap- 
peared from the evidence as it then stood that Lockway 
died from delirium tremens. This claim is based upon 
the proofs of death ‘furnished by plaintiff, in which it 
was stated that Lockway’s death resulted from delirium 
tremens and a “bursted artery.” This statement was 
made in an affidavit signed by the beneficiary. In the 
affidavit of the attending physician, he stated that the 
remote cause of death was delirium tremens, and the 
immediate cause a ruptured artery. 

These statements were not conclusive against plaintiff. 
Had there been no evidence tending to show that the 
statements were made by mistake, and were not true 
in fact, it is perhaps correct that they would preclude a 
recovery. But it was open to plaintiff to show that 





she and the attending physician had made an honest and 
unintentional mistake in stating the cause of death, and 
that in fact the insured did not die from delirium tre- 
mens. The proofs were prepared by her neighbors on 
blanks furnished by defendant. Her testimony, fairly 
construed, tended to show that she did not understand 
what was meant by the term “delirium tremens,” and 
understood at the time that her husband died from a 
ruptured blood vessel. She also testified that Lockway 
was not addicted to the excessive use of intoxicants, and 
denied that his death was due to this cause. If, as con- 
tended by counsel, it was necessary to give defendant 
notice before the trial that plaintiff claimed the proofs 
of death did not correctly state the cause of death, such 
notice was given by the pleadings in the case. We hold 
that any prime facie case as to the cause of death made 
by the statements in the proofs of death was sufficiently 
rebutted by the evidence to justify the denial of defend- 
ant’s motion to dismiss. Bentz v. Northwestern Aid 
Ass’n, 40 Minn. 202, 41 N. W. 1037, 2 L. R. A. 784; Bach- 
meyer v. Mutual Reserve Fund Life Ass’n, 82 Wis. 255, 
52 N. W. 101; Mutual Benefit Life Ins. Co. v. Newton, 
22 Wall. 32, 22 L. Ed. 793. 

The contention that defendant was entitled to a di- 
rected verdict cannot be sustained. Indeed, the only 
evidence that Lockway died of alcoholism or delirium 
tremens was the statements to that effect in the proofs 
of death, if we except the testimony of the attending 
physician, who was willing to admit the delirium, but was 
in doubt as to the “tremens.” Many witnesses testified 
to the mildness of Lockway’s drinking, and none testi- 
fied to ever having seen him intoxicated. There were 
also expert witnesses who gave their opinions, based 
upon his symptoms, that he did not suffer from delirium 
tremens. The issue was clearly for the jury, and the 
verdict is amply sustained. 

There was no error in the instruction to the jury that 
the burden of proof was upon defendant. Undoubtedly 
the statements in the proofs of death were entitled to be 
considered as in the nature of admissions on the part 
of plaintiff, and though, if unexplained, they perhaps 
would have been conclusive against her, yet this did 
not operate to change the well-understood rule that the 
burden of proof is upon the insurer to show that death 
was from a cause within the exceptions of the contract. 





| Reports Upon Companies and Associations 














BANKERS’ LIFE COMPANY, DES Ordinary Life. CENTRAL LIFE INSURANCE COM- 
MOINES, IA, —End of 2d year— End of PANY, LOUISVILLE, KY. 
Below will .be found illustrations Q mL. we ota As we went to press we were advised 
showing on ordinary life and 20-pay- |. -— neuen = ag that this company has amended its ar- 
ennit . it. ecnée~« $46.19 $8.76 $9.23 
ment life plans this company’s divi- ne 58.96 11.68 13.33 | ticles of incorporation and removed its 
dends figured on the basis of the divi- [°“******** ¢ , ‘ headquarters to Lexington, Ky. 
dend schedule to be applied to poli- BO... 6. eee 75.02 16.13 16.99 Y unten? 7 
cies on which dividends are payable go mr Life. ena CHEROKEE LIFE INSURANCE COM- 
during the current year. —End of 2d year— - PANY, ROME, GA. 
; Ordinary Life. Gross ye In our issue of April ist, page 163, 
—End of 24 year— End of ee ae "she onan we referred to a suit against this 
Bae). oereee ; . . company instituted by B. B. Brooks, 
Age. A. eo Div’d. sere 25. eee eee 28.55 3.95 a anion “ of “aeadees poli anv 
BO. sacdane $17.79 $3.45 $3.54 30.....46, 31.41 pen oa amounting to $500, in which suit 
Pere 19.93 3.78 3.90 [35....---- 34.97 8 a Brooks asked for a receiver. We are 
00 ..caeiaae 22.69 4.23 4.38 veeeeeee —— 2 a 744 | Teliably informed that this suit will 
rte 9 heh a6.26 4.83 or i cs .c:.” an 8.88 9.42 | not be pressed. 
40.....5.. 31.02 5.66 OO TN bee ovis 63.55 11.75 12.43 Plans have been perfected for the 
45........ 37.42 6.87 ii, 78.52 16.16 17.03 (Continued on next page.) 
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CHEROKEE LIFE (Continued). 
reorganization of thiS company as a 
stock corporation, with $100,000 paid- 
in capital, in shares of $10 par value. 
The company has issued, all told, about 
$1,662,700 par value of “income _ cer- 
tificates,” the nature of which has 
been explained by us in previous re- 
ports. The holders of these certifi- 
cates are being requested to exchange 
them, in part, for capital stock of the 
company, and in part for “profit shar- 
ing certificates” reading as follows: 

Profit Sharing Certificates, $100.00 
Each, Fully Paid and Non-Assessable, 
Cherokee Life Imsurance Company, 
Rome, Georgia.—“This Certifies that 
is the owner of 
Profit Sharing Certificates of the 
CHEROKEE LIFE INSURANCE COM- 
PANY of Rome, Georgia, of the de- 
nomination of ONE HUNDRED DOL- 
LARS each, in consideration whereof 
the holder of these Certificates shall 
receive interest at the rate of 6% per 
annum, payable semi-annually, from 
the net profits of the Company arising 
from savings on expense loading on 
premiums collected, in accordance with 
the resolution under which these Cer- 
tificates are issued. No greater rate 
of interest shall be paid except as de- 
clared by the Board of Directors from 
such net profits and all claims of the 
holders hereof shall be inferior to the 
claims of the policy holders as against 
the funds of the Company. Should 
the Company discontinue business, 
upon the liquidation of the Company, 
after payment of all claims due policy- 
holders, the holder of this Certificate 
shall be entitled to receive payment, 
pro-rata, from the assets of said Com- 
pany in accordance with the resolu- 
tion above stated, subject to all the 
terms of which this Certificate is is- 
sued. Except in the event of liquida- 
tion of the Company, these Certificates 
are not due or collectable, but may be 
retired by the Board of Directors of 
said Company at its pleasure from 
surplus accumulations, at par and un- 
paid interest. These Certificates are 
transferahle only on the books of the 
Corporation in person or by Attorney 
upon surrender of the same. 

“Jn Witness Whereof the duly au- 
thorized officers of said Company have 
hereunto subscribed their official names 
and affixed the Corporate seal at the 
Home Office at Rome, Georgia.” 

The entire stock issue is to be paid, 
$100,000, so that the certificate holders 
making the exchange will receive in 
stock only a very small proportion of 
the face value of their “income certifi- 
cates,” the balance being represented 
by the new “profit sharing certificates.” 
It will be observed that the latter do 
not guarantee the return of the prin- 
cipal at any time, but it is provided 
that, should the company liquidate, the 
assets remaining after the payment of 
- gall claims to policyholders shall be dis- 
tributed pro rata among the holders of 
the certificates. In the meantime, they 
are entitled to receive interest at 6% 
per annum “from the net profits of the 
company arising from savings on ex- 











pense loading on premiums collected 
* * *”"; and a greater rate of inter- 
est may be paid by the directors if the 
profits are sufficient, and they deem the 
distribution wise. These certificates 
do not differ materially from the “in- 
come certificates” originally sold by 
the company, the issuance of which 
is now prohibited by the Georgia Laws, 
but the present “profit sharing certifi- 
cates” are issued simply in substitution 
for the earlier “income certificates.” 
We are informed that the holders of 
$1,000,000 of the outstanding issue of 
“income certificates” have consented 
to this change. Approximately $475,- 
000 of the “income certificates” are in 
the custody of the three receivers of 
the Rome Insurance Company. The 
latter made application to the Circuit 
Court at Rome for permission to ex- 
change the “income certificates” for 
stock and “profit sharing certificates,” 
and this application was granted by 
the court on May 16, 1913. 


The company advises us that all of 
the old promoters of the company 
have gone, that it is now under an 
entirely new administration, and that, 
furthermore, every director has handed 
his resignation to the Insurance Com- 
missioner of Georgia, to be presented 
to the stockholders at their first meet- 
‘ing in the near future, so that if the 
latter are not satisfied with the official 
conduct of the present directors they 
can be turned out at once. 


As pointed out in an opinion ad- 
dressed to the company by Alexander 
C. King, a very prominent attorney of 
Atlanta, the certificate holder will 
have, after making this exchange, ex- 
actly the same rights and interest in 
the assets as at present, “with this 
addition, that it makes a part of his 
holding a stock, through means of 
which he becomes ultimately the con- 
troller of the company, and can shape 
its policy so as to protect his interest.” 


There seems little. doubt that the 
proposed stock issue is legal, and that 
the method of reorganization outlined 
above is in compliance with the laws 
of Georgia. The matter has been gone 
over by a number of attorneys, who 
have given the company written en- 
dorsements of the plan, both from the 
legal and equitable standpoints. The 
matter has also received the careful 
consideration and formal approval of 
the Insurance Departments of Georgia, 
Alabama and Mississippi. 


GREAT NORTHERN LIFE INSUR- 
ANCE COMPANY, TOLEDO, 0O. 

At the last annual meeting of the 
stockholders of this company it was 
decided to ask the stockholders to con- 
tribute to surplus an amount equivalent 
to $3.00 a share. The company expects 
to raise about $35,000 by this method, 
which will be used in extending the in- 
dustrial business. 

The company’s statement as of De- 
cember 31, 1912 showed it to have a sur- 
plus over capital and all other liabili- 





ties of $8,841. 








INDEPENDENT LIFE ANSURANCE 
CO., NASHVILLE, TENN, 


This company has reduced its capital 


from $300,000 to $100,000. It is en- 
deavoring to get the Western and At- 
lantic Fire Insurance Company, which 
recently reinsured its business, to 
merge its assets with it. 

A meeting of both companies’ stock- 
holders will be held on June 5, to vote 
on the above proposition. 


INTER-SOUTHERN LIFE INSURANCE 
COMPANY, LOUISVILLE, KY. 


The directors of the Southern Na- 
tional Life Insurance Company voted to 
consolidate with the Inter-Southern 
Life Insurance Company at a special 
meeting held on May 13, 1913. The fol- 
lowing directors of the Southern Na- 
tional will become directors of the In- 
ter-Southern: Ed L, Williams, M. K. 
Allen, William Higgins, R. H. Edelen, 
John W. Ray, Stanley Reed, J. R. Gam- 
ble, T. L. Block and Horace Hays. 

Ed L. Williams will become vice- 
president and general manager of the 
Inter-Southern Life Insurance Com- 
pany, and Dr. M. K. Allen will become 
medical director. The assistant secre- 
tary, Stanley Reed, will occupy the 
same position with the Inter-Southern. 

James R. Duffin, president of the 
Inter-Southern Life, will continue as 
president of the enlarged company. 

The stock of this company is to »e 
increased and Southern National stock- 
holders are to receive its stock in ex- 
change for Southern National stock. 
The proposition has to be approved by 
the stockholders of each company and 
the Insurance Commissioner of Ken- 
tucky before the merger can be com- 
pleted. 

In our issue of May, 1913, page 178, 
we printed important information con- 
cerning the real estate owned by this 
company, and the large gain in surplus 
shown by marking it up far beyond 
cost. 

The Kentucky Insurance Department 
has made a very careful investigation 
of this company as of January 31, 1913. 
We have already pointed out in previ- 
ous reports published in this paper 
and in “Best’s Life Insurance Reports,” 
that the company is carrying its home 
office property at seVeral hundred 
thousand dollars more than cost, upon 


the authority of an appraisal made on 


behalf of the Kentucky Insurance De- 
partment. This arbitrary marking up 
of the property represents much more 
than the surplus now claimed by the 
company. 

The Southern National Life Insur- 
ance Company, which is to merge with 
this company (see above) was exam- 
ined by the Kentucky and West Vir- 
ginia Departments as of October 31, 
1912, and the examiners criticised it 
very severely, stating in their report 
that many of the investments were of 
bad character, and that the capital of 
the company was very heavily im- 
paired. This examination is reviewed 
elsewhere in this issue, and that arti- 
cle should be read carefully in con- 
nection with this company, for the 
reason that some of the active officers 
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of the Southern National Life are to 
be active hereafter in the management 
of this company. 


Report of Examination, 


We print below the comments of the 
examiner, omitting the trial halance 
which forms a portion of the report. 
“Hon. M. C. Clay, 

“Insurance Commissioner, 

“Frankfort, Kentucky. 
“Dear Sir: 

“In accordance with your directions 
and with the aid of Mr. Guy Vansant, 
Assistant Examiner of your Depart- 
ment, I have proceeded to make an ex- 
amination of the condition of affairs 
of the Inter-Southern Life Insurance 
Company of Prospect, Kentucky, at its 
offices in Louisville, Kentucky. 


“We made a very careful examina- 
tion of the books of the Company cov- 
ering a period of several years back. 
This Company was incorporated in 
May, 1906, under the name of the Ken- 
tucky Inter-Southern Life Insurance 
Company of Louisville, Kentucky, with 
an authorized capital stock of $250,- 
000, the par value of which being $10 


per share and which was to be sold at 
par. By the articles of incorporation 
it is provided that $100,000 of the said 
capital stock should be used as sur- 
plus and the remainder, $150,000, was 
to constitute the capital stock of the 
Company. It was also provided that 
the capital stock might be increased 


to an amount not exceeding $500,000. 


“It was the purpose of this Com- 
pany ‘to transact the business of Life 
Insurance upon both the ordinary and 
industrial plan, the making insurance 
upon the lives of persons upon such 
Plans as the Board of Directors from 
time to time might adopt and of pur- 
chasing and disposing of and granting 
endowments, annuities and other forms 
of insurance.’ 


“In April, 1907, the aforesaid arti- 
cles of incorporation were amended 
changing the name of the corporation 
to that of Inter-Southern Life Insur- 
ance Company and provided that the 
capital stock should be $250,000, of 
which $150,000 was to be used as sur- 
plus, the remainder, $100,000, to con- 
stitute the capital stock, the said $250,- 
000 was to be divided into shares of 
$10 each and the Company was privi- 
legwed to increase its capital stock in a 
manner provided by law to an amount 
not exceeding $500,000. 


“After effecting a sale of $109,900 
worth of the capital stock, the Com- 
pany was granted permission by the 
Insurance Department to commence 
business which it did then do and cyn- 
tinued until the fall of 1908 when an 
examination was ordered by the In- 
surance Commissioner and the affairs 
of the Company was found to be in 
bad condition. 


“In December, 1908, tHe articles of 


incorporation were again amended and 
the capital stock reduced to $100,.0)9 
and the principal office of the Com- 
pany changed to Prospect, Kentucky. 
At this time there had been sold $186,- 
326.25 of the capital stock of the Com- 
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pany. The capital stock having been 
reduced to $100,000 or 60% of the au- 
thorized $250,000, consequently this re- 
duction had the effect of reducing the 
outstanding stock sold to $74,530.50 
which was less than required by law 
for the Company to have in order for 
it to continue business. The amount 
necessary to complete the required 
$100,000 was then purchased by stock- 
holders and directors of the Company 
and it again commenced business. 

“In February, 1909, the articles of in- 
corporation were again amended by 
which the capital stock was increased 
to $500,000 and divided into shares of 
$10 each par value. 

“The purpose of the said Company. 
as provided by the article, was ‘to 
make insurance upon the lives and 
health of persons and every imsurance 
appurtaining thereto and to grant, 
purchase, or dispose of annuities.’ 

“A copy of the original articles of 
incorporation and all amendments 
thereto are filed herewith marked ‘A.’ 


“According to the books of the Com- 


pany at present there has been sold 
and paid for, out of this last named 
capital stock, $491,881.81, which in- 


cludes $74,530.50 of the Inter-Southern 
Life Insurance Company as reduced by 
the last named amended articles of in- 
corporation. The par value of the 
present stock is fixed at $10 per share 
and has been sold at all prices run- 
ning from $10 to $20 per share, in- 
clusive. A very large portion has been 
sold at par while a considerable 
amount has been sold as high as $20 
per share. 

“There has been issued from the 
Stock Certificate Book of the Company 
capital stock to the amount of $498,- 
309.40, but of this the Company holds 
1,065 shares upon which there is owing 
and unpaid $12,961.18. All of this 
stock was sold at $20 per share. There 
has been paid on this stock $8,338.82 
which would entitle the purchasers 
to 416-941/1000 shares of said stock 
which makes the outstanding capital 
stock, which is fully paid up, stand at 
$491,881.81. 

“The stock surplus account of said 
Company shows a balance of $1,367.25, 
but, since this account shows only the 
net receipts of surplus on sale of cap- 
ital stock, with exception of a very 
few instances, after deducting sales- 
men’s commissions, and on account of 
the uneven price at which the stock 
was sold, it is practically impossible 
to determine the cost actually incurred 
in the sale of said stock. 

“We are filing herewith a copy of 
the Company’s Trial Balance as of 
January 31, 1913, which is as follows, 
to wit: (Omitted as unnecessary. The 
following statement of assets and lia- 
bilities is based upon the Compeary’'s 
books: below appears another state- 
ment prepared by the Examiner show- 
ing the real condition of the company 


| under the Kentucky laws.—Editor.) 








. Assets, Jan. 31, 1913. 
Book Value of Real Estate, 








i Gh mbe cues 66e tence $881,041.45 
Mortgage Loans .......... 29,208.81 
SP OD oo One oéee een 4,178.00 
CORRGGTES TOGRS .ccccccccs 8,400.00 
Premium Notes ...cccccces 1,246.54 
Collateral Notes .......... 12,921.18 
Bills Receivable .......... 434.28 
Guarantee Notes .......... 157.79 
SG ta adedeccéeoeee oéewcens 32,800.00 
tt  cvcGieecee ee Ge 100.00 
Industrial Stock .......... 48,640.00 
es Gs, MS co bb abe Ho meee 3,206.27 
ae, Ga” nn 0 4 bet and ease 30.00 
Time Certificate of Deposit 

(Owensboro Sav’gs Bk.). 5,937.46 
Checking Account, Owens- 

boro Sav. Bk. & Tr. Co.. 977.72 
Miscellaneous Real Estate 3,500.00 
Furniture, Fix. & Safe.... 9,702.81 
Agents’ Balances (Debit).. 62,758.17 
Personal Debit Balances... 7,720.26 
Old Agents’ Balances..... 31,499.46 
Interest on Mortgage Loans 

pO” Ne 362.59 
Interest on Stocks and 

Bonds Accrued ......... 2,492.49 
Interest on Premium Notes 

DEO cuxwanids weanéctes 7.63 
Interest on Stocks and 

Bonds held by Fidelity.. 1,305.00 
Rents due and accrued.... 1,637.94 
Net Premiums on policies 

due and deferred........ 35,610.51 
Market value on real estate 

over book value......... 118,958.55 

$1,304,834.91 
Liabilities, Jan, 31, 1913. 
Capital stock paid up...... $498,384.40 
Building Bonds ........... 300,000.00 
Selden Breck Construction 

Ge’ ccub ois das en orutaeks 75,000.00 
Personal Credit Balances... 341.25 
Premiums paid in advance. 1,859.46 
Partial payments on stock. 37.45 
Unpaid dividends Nos. 1 & 2 314.83 
eee WD fe ec cvccewsse 40,000.00 
Claims for death losses in 

process of adjustment... 6,000.00 
American Ex. Table, 3%%, 

less reinsurance ........ 94,210.00 
Reserve for Disability Bene- 

tte wtadedaneverdeavieswh 2,500.00 
Salaries, Rents & Bills due. 2,747.11 
Medical Examiners’ Fees 

a: <n 6 eens Gueth 4verewnun 2,134.00 
Advisory Board Dividends.. 4,989.58 
Interest accrued on Build- 

lt ne wredeeeduneuses 8,500.00 
Commissions due agents... 335.20 
Tax Fund Reserve........ 10,000.00 
Profit & Loss account (Sur- 

 sawe £040 dt sue cdebwe's 257,481.63 

$1,304,834.91 

“James R. Duffin, President; George 
G. Summers, Secretary; David Meri- 
wether, Actuary; Powell McRoberts, 
Auditor, being duly sworn each for 


himself, deposes and says that they are 
the described officers of the Inter- 


Southern Life Insurance Company and 
that on the 31st day of January, last, 
all .the above-described assets were 
the absolute property of the said Com- 
free and clear from any 
(Continued on next page.) 


pany, liens 
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thereon, except as above stated; and 
also the liabilities herein stated are 
full and correct according to the best 
of their information, knowledge and 
belief. 
(Signed) JAMES R. DUFFIN, Pres. 
” GEORGE G. SUMMERS, Secy. 
DAVID MERIWETHER, 
Actuary. 
POWELL McROBERTS, 
Auditor. 

Subscribed and sworn to before me 
this 6th day of March, 1913. 

(Signed) GUY VANSANT, 
Deputy Insurance Examiner, State 
Insurance Department. 

“The above statement of assets and 
liabilities sworn to by President, Sec- 
retary, Actuary and Auditor of the 
Company was furnished us by the 

Company. 


Analysis, 

“ASSETS.—The first item in the 
statement of assets, as shown by the 
Company, is real estate valued by the 
Company at $1,000,000.00. This prop- 
erty consists of a lot and Home Office 
Building thereon on the corner of 
Fifth and Jefferson streets in Louis- 
ville, Kentucky. We endeavored to 
arrive at a fair valuation of this 
property and, in order to do so, we 
found that it would be necessary to 
have same appraised by persons in that 
community who were more familiar 
with the character and value of this 
kind of property than we were our- 
selves. We attempted to arrive at the 
cost of this property from the books 
of the Company. We also investigated 
the property looking to its rent pro- 
ducing power together with the 
amount of revenue that may reasonably 
be expected to be derived from same 
considering its location and advantages 
as an office and bank building. 

“From the records of the Company 
it appears that on February 15, 1911, 
this Company purchased the lot for the 
sum of $155,000.00 and that it at once 
made preparation for the construction 
of the present building on same; that 
in April, 1911, this Company adopted 
resolutions directing the organization 
of the Inter-Southern Building Com- 
pany, a corporation, for the purpose of 
holding and construction of said build- 
ing. At this time the Insurance Com- 
pany had entered into a contract with 
the Selden Breck Construction Com- 
pany of Louisville, Kentucky, for the 
construction of an _ eighteen-story 
bank and office building on its lot on 
the corner of Fifth and Jefferson 
streets for $445,000.00. On November 
24, 1911, the Insurance Company con- 
veyed the said lot to the Inter-South- 
ern Building Company which assumed 
the contract with the said Construction 
Company. According to the books of 
the Insurance Company it had at this 
time spent for the said lot, perfecting 
title, extinguishing old leases and 
other expenses incident to commence- 
ment of said building, the sum of 
$163,434.69. Upon the transfer: of 
property to the Building Company, the 
grantee, in consideration of said ex- 


penditures, transferred to the Insur- 


| 


ance Company $324,500.00 worth of 
Building Company Stock. The Insur- 
ance Company also sold to the Build- 
ing Company $73,000.00 worth of its 
capital stock at par value, which was 
distributed at the time among certain 
stockholders of the Building Com- 
pany and who paid to the Insurance 
Company $22,500.00 in cash _ subse- 
quently. The remainder, $50,000.00, was 
paid for by the Building Company with 
an equal amount of its stock, the same 
amount having been paid in cash by the 
distributees of the Insurance Com- 
pany’s stock to the said Building Com- 
pany and used by that Company in the 
construction of the building, all of 
which amounted to the sum of $213,- 
934.69, according to the books of the 
Company, spent in the purchase of lot 
and construction of building, up to that 
time. On the seventeenth day of Au- 
gust, 1912, the property was reconveyed 
to the Insurance Company. During the 
time the Building Company held the 
property it had caused to be issued, on 
said property, real estate bonds bear- 
ing 5% interest amounting to $300,- 
000.00 payable to the Fidelity Trust 
Company of Louisville, Kentucky, as 
trustee, and secured by a deed of trust 
to it for said property. In addition to 
this, the Building Company had be- 
come indebted to the Selden Breck Con- 
struction Company in the sum of $75,- 
000.00 and to the Insurance Company, 
for advancements, $27,844.54 and it was 
then estimated that a further sum of 
$50,000.00 would be required to com- 
Plete the building. The Insurance 
Company assumed the bonded indebt- 
edness On said building, balance due 
Selden Breck Construction Company 
and released the Building Company of 
further liability on account of the ad- 
vancements above mentioned, in con- 
sideration of which the Building Com- 
pany conveyed its entire interest in the 
pro»erty to the Insurance Company, 
and, in addition, transferred the re- 
mainder of its building stock to the 
said Insurance Company. 


“Up to this time there had actually 
been spent, according to the books of 
the Company, in the purchase of lot 
and construction of uilding $616,- 
779.23. 

“After entering into the contract with 
the Selden Breck Construction Com- 
pany for the erection of an eighteen- 
story bank and office building, the 
plans for the said building were ma- 
terially changed. The building was 
constructed so as to contain twenty 
stories and the interior of same was 
also altered, which added considerably 
to the original contract price, making 
the building cost far more than was at 
first contemplated. 


“Although the above figures are all 
that the books of the Company show 
that there was expended on said prop- 
erty, it is contended by the officers of 
the Insurance Company that these fig- 
ures by no means cover the entire cost 
of the property; that as the Building 
Company was only an auxiliary com- 
pany created for the purpose of con- 
venience as a holding company, that 








many items of expense incurred by the 





Insurance Company prior to its’ con- 
veyance of the property to the said 
Building Company and even during the 
time it was held by said Company do 
not appear on the books of the said 
Company, such as interest and discount 
lost and paid, amounting to $34,680.00 
according to their calculation, taxes 
on same and many items of cost 
charged to the Insurance Company 
which properly should be proportioned 
between the Building Account and the 
operation of the affairs of the Insur- 
ance Company, but which, on account 
of the intimate connection of the two, 
were charged to the Insurance Com- 
pany under the head of various ac- 
counts. 

“We are filing herewith a copy of 
a memorandum of the President of the 
Insurance Company, which he fur- 
nished us, showing the costs of the 
said property as he calculated it, cov- 
ering all the items of cost and sur- 
vey for which he thinks the building 
account should be charged and which 
amounts to the sum of $850,792.46. 


“We secured from the Company a 
schedule showing the office space of the 
building by floors with the price of 
each office per month and year as 
fixed by the Company based upon the 
square feet thereon. This schedule 
also shows the floors and rooms which 
have heretofore been leased, as well 
as those not under lease at present. 

“Tt will be observed that the maxi- 
mum amount of rent which under the 
present rate it is possible for the build- 
ing to earn in one year is $108,461.20. 
We are also filing herewith a statement 
of estimated costs of maintaining and 
operating the building per year, includ- 
ing interest on bonded indebtedness, 
taxes, etc., as fixed by the President of 
the said Company aggregating $51,- 
547.00. 

“From these statements it will be 
Seen that the estimated net income, as 
figured by the President of the Com- 
pany, if the entire building should be 
kept under lease would be $56,914.20. 
However, the building is not yet com- 
pleted and it is estimated by the In- 
surance Company that it will require 
$68,019.75, the contract for said com- 
pletion with the contractors amounting 
to that sum to complete absolutely the 
building. 

“The building is now being occupied 
by tenants since January first and 
about 90% of the building at the time 
of this examination was under lease. 
The building is a twenty-story modern 
steel, brick and concrete structure with 
basement and is fireproof. It fronts 
78 feet on Jefferson Street and 102 on 
Fifth Street. 

“Finding that we were unable to 
properly value this property, I sug- 
gested to you the necessity of having 
this building appraised by competent 
real estate men of Louisville, Ken- 
tucky, whereon you selected Mr. E. T. 
Schmitt, George W. Grant and Caldwell 
Norton of that city to make an ap- 
praisement of this property, who, per- 
suant to your directions, after a care- 
ful investigation of the matter and an 





inspection of the building reported to 














June 2, 1913 








vou that this property would yield a 
net income of 5%% upon $1,100,000.00 
and that in their judgment its fair 
value was declared by them to be $1,- 
100,000.00. I was advised by these ap- 
praisers that they had considered the 
value of the real estate, the cost of 
building and of material, the increase 
in price of material at present over 
that at the time the contract for con- 
struction was let, the possible income 
from rents after deducting operating 
expenses, cost of maintenance and of 
taxes on same, and after further de- 
ducting the sum of $5,000.00 for loss 
of rents arising from failure to lease 
or collect and that in the light of these 
and various considerations arrived at 
the above conclusion. 
“MORTGAGES.—We examined the 
mortgages on real estate and found 
them satisfactory with the following 
exceptions, viz.: one note of $771.31 was 





past due interest of $77.14 of Dead- 
wiler, of Anson, Texas, which was 
said to be secured on property in 


Texas. This note, together with mort- 
gage and all papers pertaining thereto, 
we were informed, had been sent to 
Texas for the purpose of having same 
collected if possible. We were, there- 
fore, unable .to examine the mortgages 
and notes and thereby to know that the 
Company possessed same for which 
reason we declined to allow credit for 
the amount of it. 

“The notes of J. J. Carswell, of Way- 
cross, Ga., for $4,400, secured by a lien 
retained by the Company on 52 acres 
of land in Ware County, Ga., which 
had been sold to him by the Company 
for $5,000.00, of which $600 had been 
paid, we declined to allow credit for. 
We were informed that there were 44 
of these notes of $100 each bearing in- 
terest from date, one of which to be- 
come due each month for 44 months, 
but we were unable to see these notes 
as they were said to be in the hands 
of Benjamin G. Parks, of Waycross, 
Ga., who held them for collection as 
they became due. As we were unable 
to examine same and to ascertain the 
fact of present ownership of same 
by the Company we declined to allow 
them as assets of the Company. 

“RBONDS.—We examined the bonds 
and found them to be as follows: Two 
—One Thousand Dollar City of Hender- 
son Bonds, 4%, Nos. 130-31, series W, 
date 1897, due 1927. 

“One—One Thousand Dollar Colum- 
bus Northern Railroad, Power & 
Equipment Bond, 5% semi-annual, No. 
39, secured by first mortgage, date 
1904, due 1934. 

“Twenty-five—One Thousand Dollar 
New Albany Street Railway Gold 
Bonds, 5% semi-annual, Nos. 9-21, in- 
clusive, 25-29 inclusive, and 176-182 in- 
clusive, date 1902, due 1927—par value 
$1,000.00 each, market value between 
98 and 100%. 

“Six—Five Hundred Dollar Morton 
Atwood Printing Company Bonds, 6% 
semi-annual, date February 18, 1911, 
Nos. 5-6-7-8-9-10 of a series of ten of 
like tenor amounting, in the aggre- 


gate, to $6,000.00, secured by a deed of 
trust on personal property of the Cor- 
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poration and due in 30-36-42-48-54-60 
months from date. One—One Thou- 
sand. Dollar Kentucky Title Savings 
Bank & Trust Company Bond, 5% 
semi-annual, Series 4, date May l, 
1909, due May 1, 1913, No. 673—par and 
market value $1,000.00. Also Three— 
One Hundred Dollar Kentucky Savings 
Bank & Trust Company Bonds, 5% 
semi-annual, series 6, date 1910, due 
October 1, 1915, Nos. 929-930-931, se- 
cured by a deed cf trust to Columbia 
Trust Company—par value $100 each; 
market value same. The City of Hen- 
derson, New Albany Street Railway, 
Kentucky Title Savings Bank & Trust 
Company and Columbia Northern Rail- 
way, Power & Equipment Company 
Bonds were accepted by us as assets 
at their par value. All of these bonds, 
except the Kentucky Title Savings 
Bank & Trust Company, are at pres- 
ent in the hands of the Fidelity and 
Columbia Trust Company of Louisville, 
being held as a collateral security on a 
note of $30,000.00 of .the Insurance 
Company to the said Trust Company. 
According to the best information we 
could obtain these bonds are worth 
about par. 


“The Morton Atwood Printing Com- 
pany Bonds, amounting to $3,000.00, 
were not allowed by us, being bonds 
of an industrial corporation secured by 
personal property only. 


“STOCKS.—Upon examination of the 
stocks of the Company we found they 
owned the following: 132 shares of 
Inman Furniture Company, 

Certificate No. 634%— 7 shares— 


See MOP GGs 0d ticve esse ce $700 
Certificate No. 73—50 shares— 
ee Pee Gh Sb ceececbeccec 5,000 
Certificate No. 105—50 shares— 
Sees DOP Gi ccccdcrsvicees 5,000 
Certificate No. 118—25 shares— 
ee ee, Se ee ee 2,500 
$13,200 


“The above is preferred stock issued 
to the Inter-Southern Life Insurance 
Company by the Inman Furniture Com- 
pany, having a guaranteed dividend of 
10% per annum on the par value of 
capital stock, interest payable semi- 
annually, before dividends can be de- 
clared on common stock. Dividends on 
the preferred stock to be accumulative 
and, in case of liquidation, par value 
of preferred stock and all accumulated 
unpaid dividends to be paid before pay- 
ment of anything on common stock. 
The capital stock of the Corporation is 
$150,000.00, of which $75,000.00 is pre- 
ferred and $75,000.00 common and all 
paid up. The above stock is carried 
by the Company on its books at $23,- 
640.00. The market value of this stock, 
as claimed by the Company, is $140 per 
share or over. 


Twenty shares of Franklin 

Bank Stock of Louisville, 

Kentucky, par value, $5.00 

i. (nn... de ah bene eekees $100.00 
150 shares of Central Store Stock— 
Certificate No. 8—50 shares— 

par value $100 per share.. $5,000.00 
Certificate No. 9—50 shares— 


par value $100 per share.. 5,000.00 








Certificate No, 31—50 shares— 
par value $100 per share.. 
Certificate No. 30—100 shares— 
par value $100 per share.. 10,000.00 
Certificate No. 32—50 shares— 
par value $100 per share.. 


5,000.00 


5,000.00 





$30,000.00 

“The capital Stock of the Central 
Store Company is $100,000, of which 
$50,000 is preferred bearing 7% inter- 
est, or guarantee dividends rather, and 
$50,000 common stock. Dividends on 
preferred stock being accumulative 
and payable semi-annually and holder 
of stock upon liquidation of Company 
entitled to payment of preferred and 
all accumulative dividends unpaid be- 
fore common stock can receive any- 
thing. The above stock is common. 
There has never been any dividends 
paid on same and it is carried on the 
books of the Insurance Company at 
$25,000.00. The market value of this 
stock is unknown to us. 

“We declined to allow any of the 
above stocks as admitted assets of the 
Company for the following reasons: the 
Franklin Bank of Louisville, Ken- 
tucky, having failed the stock ig 
worthless; the Inman Furniture Com- 
pany and Central Stores Company be- 
ing industrial corporations their stock 
as such is not admissible under the 
law and Insurance Companies are not 
permitted to invest their accumulations 
in this character of securities. 

“We examined all of the policies of 
the Company upon which loans to in- 
Sured had been made which loans 
amount to $4,178.00. All these loans 
are amply secured by the reserve on 
the policy with the exception of one 
on which the amount loaned was $11.19 
in excess of the reserve on the policy. 
However, before concluding our ex- 
amination we were advised that the 
insured in this particular case had paid 
an additional premium by reason of 
which the reserve became greater than 
the amount loaned. This, however, 
was after the date as of which our 
examination was made. 

“PREMIUM NOTES.—tThese notes 
held by the Company were given for 
the renewal premiums on policies in 
force, amount to $1,246.54 and were al- 
lowed as assets of the Company. 

“COLLATERAL LOANS.—These loans 
amounting to $8,400.00 were composed 
of two notes of J. O. Parrish and G. 
W. Parrish, for $4,500.00 and $2,500.00 
respectively, secured by 70 shares of 
the OWensboro Savings Bank and Trust 
Company, of Owensboro, as collateral; 
note of C. B. Nordeman for $500.00 
secured by capital stock owned by him 
of the Inter-Southern Life Insurance 
Company as collateral, and a note of 
Jno. H. Leathers for $900.00 which is 
collaterally secured by stock owned 
by him of the Inter-Southern Life In- 
surance Company. 

“We declined to allow the Company 
credit for any of the above collateral 
loans for the following reasons: The 
Owensboro Savings & Trust Company 
having failed and the Parrishes being 
insolvent, the Parrish notes are worth- 

(Continued on next page.) 
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less; and in the case of Nordeman and 
Leathers because their personal notes 
are secured by stock of this Company. 
“CASH.—We found the items of Cash 
in Bank, amounting to $3,236.27, sub- 
stantially correct. The amount of $3,- 
236.27 we were advised was on deposit 
in the Second National Bank, of New 
Albany, Indiana; Louisville National 
Bank, Louisville, Kentucky, and Bank 
of Anson, Texas. We are filing here- 
with certified statements of Cashiers 
of Banks, other than the Bank of An- 
son, showing the amount on deposit in 
each at close of business January 31, 
1913. We received no statement from 
the Bank of Texas but were advised 
by the Insurance Company that there 
was on deposit in that Bank $86.08. As- 
suming this to be true and deducting 
from the total balances all outstanding 
ehecks, as shown by the books of the 
Company, we have left the amount 
elaimed in banks by the Company as 
above set out. The amount of $30.00 
petty cash was found to be correct 
and in the office of the Company. 


“INTEREST.—The item of interest 
accrued on mortgage loans as shown 
in the Company’s statement filed here- 
with, amounting to $362.59, is correct, 
except that it embraces $66.00 of in- 
terest on the $4,400.00 note of J. J. 
Carswell, of Waycross, Ga., and $771.31 
of Deadwiler of Anson, Texas, the lat- 
ter being past due interest. We de- 
clined to allow the principal in each of 
these cases, therefore, we are deduct- 
ing the accrued interest on same which 
reduces the item $362.59 to $219.45. The 
accrued interest on stocks and bonds 
of $2,492.49, as shown in Company’s 
statement, being interest on the Mor- 
ton Atwood Printing Company Bonds, 
Stock Notes, etc., of which $2,100.00 is 
interest due, the remainder accrued. 
None of the above items having been 
allowed as legal assets neither do we 
allow any part of the above item of 
accrued interest. Interest on premium 
notes, accrued, $7.63 and interest on 
bonds held by the Fidelity and Colum- 
bia Trust Company, as collateral se- 
curity, amounting to $1,305.00, is al- 
lowed. 

“RENTS.—The rents due and ac- 
crued, amounting to $1,637.94, were 
allowed. 


“DEFERRED PREMIUMS.—Net pre- 
miums due and deferred, amounting to 
$35,610.51, of which $9,484.79 are de- 
ferred premiums on first year’s busi- 
ness after deducting 70% for loadings 
and $26,125.72 are deferred premiums 
on renewals after deducting 5% for 
loadings. 

“REAL ESTATE.—In addition to the 
Home Office Building and lot on the 
eorner of Fifth and Jefferson streets, 
Louisville, Kentucky, the Company 
owns a vacant lot on West Broadway. 
This property was purchased by the 
Company for $3,500.00 and is admitted 
by us as assets as of that value. 

“CERTIFICATES OF DEPOSIT.— 
Certificate of Deposit of $5,937.46, also 
a deposit of $977.72, both of the Owens- 
boro Savings Bank & Trust Company, 








Owensboro, Kentucky, are worthless 
and deducted from the assets of the 
Company, as stated in statement filed 
herewith by it. 


“MISCELLANEOUS.—The items of 
Furniture, Fixtures, etc., $9,702.81; 
Agents’ Debit Balances, $62,758.17; 


Personal Debit Balances, $7,720.26; Old 
Agents’ Balances, $31,499.46, and Col- 
lateral Notes, $12,921.18, we declined to 
allow as legal assets of the Company 
for the reason that they are furniture 
or personal obligations except the item 
of Collateral Notes and these are per- 
sonal notes of purchasers of capital 
stock of the Company held by the 
Company with the capital stock pur- 
chased attached to them. Also the 
item of Bills Receivable, amounting to 
$434.28, which are mere personal ob- 
ligations, are also disallowed. The 
item “Guaranteed Notes,” $157.79, be- 
ing notes executed by policyholders of 
the Business Men’s Life Insurance 
Company, of Louisville, Kentucky, who 
were reinsure&i by this Company and 
which sum is the balance due on the 
amount originally required of these 
policyholders by this Company in order 
to enable this Company to assume the 
original contract of insurance, we have 
regarded as premium notes and allowed 
as such. 

“This disposes of all the assets set 
forth in the Company’s statement as 
sworn to. by its officers and copied 
herein. The following statement of as- 
sets and liabilities, after deducting the 
assets which we regard as not admis- 
sible, is in our judgment a fairly cor- 
rect showing of the Company’s present 
financial condition as required by the 
Insurance Law of the State. No doubt 
some of the assets herein deducted are 
valuable but as they are not of such 
character as Insurance Companies are 
permitted under the law to invest their 
funds in we have refused to allow them 
credit for same. 


Assets. 

Book Value of Real Estate, 

es Gh Mes we owas vuses $1,100,000.00 
Mortgage Loans .....csece 29,208.81 
OE BOGRS coccescesover 4,178.00 
SORE «© coe ceedoesodseonte 8,400.00 
Premitmm WNOtes <ccccceses 1,246.54 
Collateral Notes .......... 12,921.18 
Bills Receivable .........s:. 434.28 
Guarantee Notes ......... 157.79 
Dn - caneeteeseoeeneeser 32,800.00 
ee, TOON, cccc cb ovsgeocce 100.00 
Industrial Stock ...... wees 48,640.00 
BOCEs BR MOB s. coodecesdoces 3,206.27 
Peety. COG .ccocceseescoec se 30.00 
Time Certificate of Deposit 5,937.46 
Checking Account (Owens- 

boro Savs. Bk. & Tr. Co.) 977.72 
Miscellaneous Real cstate. 3,500.00 
Furniture, Fixtures & Safe 9,702.81 
Agents’ Debit Balances.... 62,758.17 
Personal Debit Balances.. 7,720.26 
Old Agents’ Balances..... 31,499.46 
Interest on Mortgage Loans 

SE ...oeuuneees buaae 362.59 
Interest accrued on Bonds, 

Ses bb cnblbnect es 06wnn ba 2,492.49 
Interest accrued on Pre- 


i en vcchecesanes 7.63 
Interest accrued on Bonds 


held by Fidelity Tr. Co.. 1,305.00 





Rents due and accrued.... 1,637.94 
Net deferred premiums on 
De oosecnsesssenereee 35,610.51 





Total Ledger Assets and 
Non-Ledger Assets... .$1,404,834.91 
Assets Not Admitted. 


Mortgage Loans .......... $5,171.31 
Collateral Loans .......e.-. 8,400.00 
Cattateral IOtee .cccceces 12,921.18 
Bills Receivable........... 434.28 
Dt “~iesegnetennsees ¢b%-0 3,090.00 
i MO « ,ocegecesdeene 100.00 
Industrial Stock ......ccse-% 48,640.00 
Time Certificate of Deposit 

(Owensboro Sav. Bk.)... 5,937.46 
Checking Account (Owens- 

Dee GV. Bcd cccceséece 977.72 
Furniture, Fixtures, etc... 9,702.81 
Agents’ Debit Balances.... 62,758.17 
Personal Debit Balances... 7,720.26 
Old Agents’ Balances...... 31,499.46 
Interest accrued on Mort- 

IR I, 6 ea tek ot a nlie dns 143.16 
Interest on Bonds......... 2,492.49 





Total Non-admitted Assets $199,898.30 
Total Amount of Admitted 





SS 526 60coaesceavaed $1,204,936.61 
Liabilities, 
Building Bonds ........... $300,000.00 
Selden Breck Construction 

a.” abyss 6h00 sa0 MeN eanees 75,000.00 
Personal Credit Balance... 341.25 
Premiums paid in advance. 1,859.46 
Partial Payments on Stock 37.45 
Unpaid Dividends Nos, 1&2 314.82 
Bille Payable ..ccccccccces 40,000.00 
Claims for Death Losses in 

process of adjustment... 6,000.00 
American Experience Ta- 

ble, 3%%, less reinsur- 

+” fs a ip ay'ts able of tela ae Ace 94,210.00 
Reserve for Disability 

D. £s6060ehen éeemes 2,500.00 
Salaries, rent and bills due 2,747.11 
Medical Examiners Fees.. 2,134.00 
Advisory Board Dividends. 4,989.58 
Interest accrued on Build- 

Dn. sccosanabnwsdé 8,500.00 
Commissions due agents... 335.20 
Tax Fund Reserve........ 10,000.00 
Estimated amount to com- 

plete building .......... 68,019.75 
Capital Stock paid up..... 491,881.81 
Dn. sae sedeseweus ewe 96,066.17 

Pn” -»seegeeon guess tanca #1,204,936.61 


“In making out the above statement 
you will observe that we have allowed 
the Company as a valuation of the 
Home Office Building the sum of $1,- 
100,000.00, which is the amount of value 
fixed on same by the appraisers ap- 
pointed by you to value said build- 
ing. . 

“Tt will be seen upon examination of 
the Disbursements, as shown from the 
Disbursement Register, when com- 
pared with the Disbursements as more 
particularly itemized and made up 
from the General Ledger, that there is 
considerable difference in the totals, 
this fact may be accounted for upon 
the grounds that a great many items 
of Disbursement in various accounts 
are settled by off-setting mutual claims 
of the Company and its creditors and 
which are not actually paid out in cash 
but which are shown in the Journal 
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and Ledger. The item of notes of $60,- 
502.08, as shown from the Disburse- 
ment Register, is made up of $10,000.00 
paid to the Citizens National Bank, 
$502.08 paid to the New Albany Second 
National Bank, and $50,000.00 to Geo. 
G. Fetter. The $10,000.00 to the Citi- 
zens National Bank of New Albany was 
money borrowed from that Bank and is 
shown in the statement of Income on 
page 7; the .$502.08 to the Second Na- 
tional Bank of New Albany was money 
repaid for a sum received on notes dis- 
counted at that Bank and which failed 
to be paid, this item also appears in the 
statement of Income. The other $50,- 
000.00 was a check received from 
George G. Fetter in payment of a note 
for capital stock for which he had sub- 
scribed. This check was not paid but 
the subscription cancelled and check 
and note returned to Fetter. The Com- 
pany received nothing from this trans- 
action and by returning check saved 
nothing, therefore, the statement of In- 
come and statement of Disbursements, 
as shown by the Ledger, do not include 
this item. It will be seen from the 
statement of Income and the Ledger 
Disbursements that the Disbursements 
have been greatly in excess of the In- 
come for the year, nevertheless, in the 
face of this fact, I find from the rec- 
ords of the Company that it has de- 
clared dividends to stockholders there- 
of in the sum of $24,501.14. I do not 
know any law forbidding life insur- 
ance companies from declaring divi- 
dends when no profits have been earned 
from the business, but fire insurance 
companies are not permitted to make 
dividends except from the surplus pro- 
fits arising from their business, and I 
do not see any reason why this whole- 
some restriction should not apply to 
life insurance companies as well. 

“I do not think this Company's 
method of bookkeeping is as full and 
complete as it should be in order to 
enable one unacquainted with the 
transactions of the Company to arrive 
at a clear understanding of the 
transactions embraced therein. 

“T was unable to get a complete 
statement of all policies issued, can- 
celled and in force as of January 31, 
1913, the date as of which this exami- 
nation was made, however, I found 
that on December 31, 1912, the books of 
the Company showed that the total 
amount of all policies issued up to that 
time amounted to $12,426,139.00, total 
amount of policies cancelled, $4,428,- 
900.00; total amount of death claims on 
policies, $35,400.00, and that the total 
amount of all policies in force at that 
time was $7,961,839.00. A large amount 
of the present insurance in force was 
written during the last year. The lapse 
ratio heretofore has been extremely 
large and suggests the idea that per- 
haps a large portion of this lapse in- 
surance was not taken by the insured 
with any intention of continuing same. 
In view of this fact and for other rea- 
sons I think it would be well to advise 
this Company to investigate the work 
of its agents for the purpose of deter- 
mining whether there has been, or 
now are being, made rebates of pre- 





miums to policyholders and warn them 
against doing same. 

“The Directors of the INTER- 
SOUTHERN LIFE INSURANCE COM- 
PANY at present are: Jas. R. Duffin, 
J. A. Donaldson, Earl S. Gwin, D. C. 
Stimson, W. M. Morton, Floyd Day, 
Bennet H, Young, C. B. Nordeman, L. 
W. Rash, D: C. Moore, Jno. H. Leath- 
ers, David Meriwether, Geo. G. Fetter, 
Jas. S. Helm, W. E. Massie, Geo. G. 
Summers, Jno. G. Cecil, Henry Ter- 
stegge, J. P. Depp, Henry M. Johnson, 
F. A. Hecht. 

Officers, 
J. R. Duffin, President. 
J. A. Donaldson, First Vice-President. 
Floyd Day, Second Vice-President. 
Cc. B. Nordeman, Third Vice-President. 
Henry Terstegge, 4th Vice-President. 
Bennet H. Young, General Counsel. 
J. H. Leathers, Treasurer. 
David Meriwether, Actuary. 
Geo. G. Summers, Secretary. 
Dr. J. G. Cecil, Medical Director. 
“The salaries of the Officers are as 
follows: Jas. R. Duffin, Pres., $6,000.00 
per year; Bennet H. Young, General 


Counsel, $1,200; J. H. Leathers, Treas., | 


$1,000. David Meriwether, Actuary, $3,- 
600: Geo. G. Summers, Sec., $3,600: Dr. 
J. G. Cecil, Medical Director, $2,100. 


Company were very 
and assisted us in every way possible 





i 


employees, fixing their compensation 
and establishing their duties. 

At the last session of the Head Camp 
held in Buffalo in 1911, it was decided 
to re-rate the members, the rates to 
become effective January 1, 1913, but 
action has been postponed until the 
next session of the Head Camp in 1914, 
as the order was enjoined by the Cir- 
cuit Court of Sangamon County, IIL, 
from putting the new rates into effect. 
An appeal has been taken, and pending 
the outcome the members have been 
permitted to pay according to the old 
rates in effect prior to the proposed 





change. The effect of the proposed re- 

rating is shown by the following: 
Certificates 

written. Insurance. 

Den sss neerean 131,341 $179,888,000 

Beetkérrevereas 33,144 42,225,000 

In Force December 31. 

Certificates. Insurance. 

Se 1,183,733 $1,863,194,000 

Se eset menace 962,966 1,545,759,000 

Loss in 1912 220,767 $317,435,000 


The average amount of insurance in 
force on December 31, 1912 was $1,605.20 
per certificate. 

The loss rate per $1,000 of insurance 
in force was 6.58 in 1911 and 7.39 in 


| 1912. 
“The Officers and employees of the | 


courteous to us| 


in making the foregoing examination. | 


Respectfully submitted, 
(Signed) Cc. F. THOMAS, 
Examiner.” 


MODERN WOODMEN OF 
ROCK ISLAND,.ILL. 

Report of Examination Reviewed. 

This order was recently examined ey 
the Insurance Departments of Illinois, 
Minnesota and Wisaonsin covering its 
transactions for the period of two years 
ending with December 31, 1912, the re- 
port being dated March 26, 1913. This 
examination was requested by this or- 
der and directed by the Convention cf 
Insurance Commissioners at their De- 
cember meeting in New York. The ex- 


(brought to their attention) against 
the management of the society. These 
charges were all carefully investigated 
and the examiners found no just cause 
for criticism, but on the contrary found 
that the manner in which the officers 
and management had conducted its af- 
fairs has been in conformity with .ts 
constitution and by-laws, and that the 
funds of the order have been properly 
conserved and accounted for. The ex- 
aminers called attention to the fact, 
however, that the most of the officials 
of the order reside at points distant 
from Rock Island, where the head of- 
fice is located, but the Head Camp has 
repeatedly refused to direct that the 
principal officials of the order should 
reside at Rock Island. It was the opin- 
ion of the examiners that the business 
of the order could be facilitated if the 
Head Camp required that the principal 
executive officers reside in Rock Island 
during their term of office. At the 
present time the Head Clerk has exclu- 
sive jurisdiction over all the thirteen 
head office departments, appointing the 


years 
AMERICA, | 


_sioners’ 





The death rate per 1,000 members 
was 6.14 during 1911 and 6.85 during 
1912. 

The lapsing of members per 1,000 was 
6.08 during 1911 and 23.0 during 1912. 

The average age of members was 37 
on December 31, 1911, and 39 
years 8 months on December 31, 1912. 

The most important feature of the 
examination is the Insurance Commis- 
memoranda regarding the 
necessary readjustment of the order's 
rates, whicu we quote below, using 
bold-faced type to emphasize very im- 
portant portions: 

Acturial Part Commissioners’ 
Memoranda, 

“The recent attempt at a readjust- 

ment of the rates of this Society made 


it important to inquire what the mor- 


aminers made note of all the charges | ‘lity 


experience of the Society had 
been, and whether the mortality table 
prepared from its own experience for 
the purpose of such readjustment fair- 
ly represented the death rate /experi- 
enced by the Society. The report of 


| Examiner G. H. Hipp shows that the 
| basis for the table known as the Mod- 





ern Woodmen of America Mortality 
Table was substantially correct, and 
that any variations which might have 
resulted from errors disclosed were so 
sma.l as to be negligible. Tests made 
show that the mortality table prepared 
from this data is correct. Tests further 
show that the expected mortality in the 
Society for each of the last ten years, 
calculated upon this table, fairly ap- 
proximates the actual mortality experi- 
enced. In addition, we have the testi- 
mony of Actuary George Dyre Eldridze 
to the correctness of the table so pre- 
pared, and that of Actuary Miles M. 
Dawson that this table was properly 
graduated and that the rates based 
thereon were correct. This mortality 
table, therefore, may be accepted as 
(Continued on next page.) 
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MODERN WOODMEN (Continued.) 
fairly representing the mortality 
perience of the Society in the past. 

“This does not establish that the mor- 
tality table is sufficient for all pur- 
poses in the future, but it does estab- 
lish ihat the mortality table fairly 
grades the chances of dying at the dif- 
ferent ages, and in that respect serves 
as a fair and proper method of meas- 
urement for determining the charges *o 
be made as between individual mem- 
bers at different ages. 


“It is conceded that there must be an. 
increase either in the number of as- 
sessments wr in the present rates 
charged by the Society to enable it to 
pay its claims in the future. Claims 
may be paid by a simple increase in 
the number of assessments. Beyond a 
certain point this, however, becomes 
impracticable. The number of old mem- 
bers who pay too little constantly in- 
creases. The increasing expense to the 
younger members drives these out of 
the Society and keeps others from join- 
ing. The alternative is a readjustment 
of the rates charged to the members. 
If the readjustment is merely by a per-| 
centage increase of the present rates 
to all members, it does not differ from 
a mere increase oi: the number of as- 
sessments, Im order, therefore, that a 
readjustment shall effect any real re- 
lief, it must provide for a change in the 
rates as between the members at the 
different ages. 

“This leads to the inquiry as to what 
is each member’s proper share of tue 
death claims at his age. Two find this 
it is necessary to know how many per- 
sons out of a given number die at each 
age. The result is a mortality table. 
This measures what each member 
should pay each year according to the) 
chance of: his dying at his age} 
during that year. If each member 
contributes accordingly, and the deaths 
occur according to the table, there will 
be just enough paid to meet the death | 
losses. If the losses are higher, the) 
contributions must be increased ac- 


eX- 








a 


cordir-ly. If the losses are lower, the 
contributions may be decreased ac- 
cordingly. 


“By comparing the chances of dying 
at the different ages, as shown by the 
mortality table, with the contributions 
made by members at the different ages, 
it may easily be determined which mem- 
bers contribute more and which con- 
tribute less than the amounts necessary 
to pay their shares of the death claims, 
By making this comparison it will also 
be seen that the only rerating necessary 
is to require that each member shall 
each year pay his share of the death 
claims. If this Le done, it will be found 
that five-sixths of the members are at 
this time paying more than their shares 
of the death claims, and the remaining 
one-sixth are paying less. If those who 
are paying less than their shares of 
the death claims were required to in- 
crease their current contributions to 
the amount necessary for each, the re- 
sult would be that every individual 
member would pay his share and the 
Society would hold a fund resulting 





from the over-payments of the five- 





sixths of the members who pay too 
much. If each individual member was 
credited with his over-payment, the 
total would represent the funds held 
by the Society from this source. 

“No account would need to be kapt 
with each separate member for his 
over-payment. All that would be neces- 
sary would be one account for each 
group of members, separating them 
into one group for each age and year 
of entry. 
credited each year with the current 


contributions and with interest at the) 
net rate earned, and charged with the | 
The | 


members’ share of death claims. 
accumulation from the earlier and 
younger years would thuS serve v0 
carry the individual member many. 
years beyond the time when his con- 
tributions. would otherwise be insuffi- 
cient to meet his share of the death 
claims. When the credit becomes ex- 


hausted it would be necessary to re- | 


quire the member to make such current 
contributions as would meet his share 
of the actual death claims. 

“This would do absolute justice and 
no member could complain of being re- 
quired to pay currently each year his 
share of the actual death claims, 
would permit the continuing of the 


greater part of the members on the 


rates which they are now paying. it 
would only require moderate increases 
to those members now paying too lit- 
tle. It would require a large in- 
crease 
bers, and this increase might be met 
through a fraternal fund or fraternal 
contributions by the Society at large or 
by local lodges. The periods when the 
credits of individual members would be 
exhausted would be reached at different 
intervals, depending upon the age of 
the member at the time when this plan 
was put into effect, and even on such 
exhaustion of the credit the increase 
of the required contribution would or- 


|, dinarily be very moderate. 


“There would be nothing about this 
plan which would require any member 
to pay any additional money for the 
creation of a reserve or even a surplus. 
The members who, under the rate pro- 
vided in their certificates or by former 
rerating, are paying too much, would 
merely have their over-payments placed 


to their credit to be used for their in- | 


dividual benefit in carrying their in- 
surance. There could be no question us 
to the adequacy or inadequacy of the 
mortality table adopted, as it would he 
purely a measuring stick for appor- 
tioning the charge for the insurance «5s 
between the different ages. For each 
individual member, this charge for the 
insurance should be made according to 
the chance of his dying at his age, tak- 
ing into consideration .ae amount at 
risk, or the amount the Society would 
lose by his death during the year after 
applying his credit, if any, to the deatna 
claim. 

“This would not be whole life insur- 
ance, but it would be an insurance 
which would give absolutely sound prv- 
tection at actual cost during the pro- 
ductive years of life when the member, 
in all probability, is in the greatest 
need of insurance. The increase in the 


Such over-payment would be) 


It. 


from comparatively few mem- | 


contributions required at the higher 
ages would tend to automatically ter- 
minate the insurance at the time when 
the member is beyond his productive 
years and also has less need of the in- 
surance. 

“If it were desired, under this plan, 
to approximate whole life insurance or 
an old age benefit, it could be done by 
permitting the member to pay a larger 
contribution and carrying the credit 
and making the charges for the death 
claims e:actly as above outlined. The 
old age benefit could be paid when the 
credit reached the face of the certifi- 
cate, or could be left indefinite in 
amount to be paid at a specific age or 
after a stated number of years by al- 
lowing the withdrawal of the accumu- 
lated credit at such time as an old age 
benefit. 

“In any event provision might be 
made, where permitted by law, that a 
member failing to pay his assessments 
might have the same treated as a loan 
/ which, with interest, could be charged 
‘and carried against his credit until 
such indebtedness equals the credit. 
“This involves no separation of the 
members into classes, nor any segrega- 
tion of the funds, nor any attempt to 
impress any particular trust upon any 
or all the funds for the benefit of any 
class of members. It thus avoids the 
legal questions and also the practical 
dangers which are inv: lved in any at- 
tempt to separate members into classes. 
| “The plan also avoids the conclusion 
| which seems to have been reached »y 
| the great mass of members and by the 
courts, with regard to the recent read- 
|justment by the Soclety, that this was 
an attempt to place the members upon 
a whole life basis and to force the pay- 
ment of assessments which would pro- 
duce whole life reserves. The fact that 
the plan of readjustment adopted gave 
to the members an option or alterna- 
tive of term insurance and also of step- 
rate imsurance seems to have been 
overlooked both by the objecting mem- 
bers and by the courts. 

“Such a plan as pnoposed would con- 
template absolutely an annual account- 
ing with all the members and in justice 
to the members should include a re- 
quirement that each member be each 
year advised of the charge against him 
for his share of the death claims and 
of the amount carried to his credit. 

“The Society has on hand at the pres- 
ent time an accumulation of over ten 
million dollars, the greater part of 
which could be set apart as a fraternal 
fund to assist in paying the increased 
contributions of the older members, 
and, undoubtedly, local lodges could aid 
in meeting such increased contributions 
for such members as deserved such aid. 

“In view of the extent to which the 
large membership of this Society hs 
been aroused to object to the readjust- 
ment attempted, and of the difficulty 
of educating the members to the prac- 
tical advantages of a whole life con- 
tract of insurance, it is believed that 
the plan outlined is by far the most 
practical one and the most likely to 
meet with the general approval of the 
members. 

“The plan proposed would permit of 
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the lowest possible rates which would 
provide the amount necessary to pay the 
death claims, and would automatically 
make the necessary adjustments of the 
rates to meet the annual death claims, It 
is presented with the view of meeting 
what is believed to be the demand of 
the great mass of the members of this 
Society for .imsurance at actual cost 
without the accumulation of a reserve 
or even a surplus. As the laws of the 
different states requiring minimum 
rates do not apply to societies there- 
tofore organized or admitted, no objec- 
tion could be made in the case of this 
Society which is admitted in nearly il 
the states. 


“It is not intended to suggest that 
this is the only plan which may prop- 
erly be adopted. The foregoing, so far 
as it outlines a plan of readjustment, is 
merely a suggestion of what is the very 
least that a Society can do in the way 
of a readjustment, It will permit the 
rates charged to be left at the lowest 
ficures which will actually pay death 
claims, and at the same time make the 
Society permanently sound without 
necessity for another rerating. 


“It seems probable that any attempt 
to separate the members into classes 
will be held to violate the statutes of 
Illinois. However, if it should be found 
permissible under the law, there is 
nothing in the plan outlined above 
which would prevent or interfere with 
the maintenance by the Society of a 
separate class or separate classes of 
memb:rs desiring to pay adequate rates 
for whole life insurance with full tab- 
ular reserves. In fact, such classifica- 
tion of members is as consistent with 
the foregoing plan as with any plan 
which may be devised for providing ‘for 
the old members. In any case it should 
be noted that adequate provision should 
be made for the segregation and safe- 
guarding of assets to cover the tabular 
reserves of such members as may be 
placed in other classes. 


“In such event no distinction need be 
made between such classes in the dis- 
tribution of the actual mortality upon 
all current death claims. ‘The expected 
mortality could be calculated upon the 
whole business of the Society for all 
classes by the same mortality table 
upon the amount at risk on each certi- 
ficate. The cost of insurance on each 
certificate could be adjusted to meet 
the requirements for the actual mortal- 
ity, The adjusted cost of insurance 
would be charged directly against the 
accumulated credit cost on certificates 
on the plan outlined above. In case of 
certificates on a tabular basis, the 


Share of the actual mortality of such. 


class would be charged against the 
total costs of insurance and special sur- 
plus for such class and savings could 
be retained in such special surplus cr 
be returned in dividends or waivers of 
assessments. The mortality would 
thus be distributed upon all members 
in all classes, and still members in all 
classes would have a fair and just ac- 
counting for the over-payments accord- 
ing to their contracts. 


“The plan of readjustment adopted 
at the Chicago, 1912, Head Camp was 





to have taken effect January 1, 1913. 
The postponement of the taking effect 
of this plan pending final decision in 
the litigation will result in such 
changes that such plan will become im- 
practicable by the time a final decision 
is had, even if such decision should be 
in its favor. It naturally follows that 
a delay to the time of the next Head 
Camp has the same result. 


“It is of the highest importance that 
the Society should be placed upon a 
basis that will at once be sound and 
permanent, and it is for this purpose 
that the plan above mentioned has been 
outlined—that it may be given full and 
careful consideration before the next 
meeting of the Head Camp. 

HERMAN L. EKERN, 
Commissioner of Insurance, State of 
Wisconsin. 





FRED W. POTTER, 
Insurance Superintendent, State of 1l- 
linois. 
J. A. O. PREUS, 
Insurance Commissioner, State of Min- 
nesot», 


SOUTHERN NATIONAL LIFE INSUR- 
ANOE COMPANY, LOUISVILLE, KY. 
This company is to merge with the 

Inter-Southern Life Insurance Com- 

pany, of Louisville, Ky. (See article 

upon that company elsewhere herein.) 

The statement of this company as 
of December 31, 1912, was furnished to 
us by the company, and printed and re- 
viewed in Best’s Life Insurance Re- 
ports for 1913, pages 413-415 inclusive. 

It showed $189,040 capital and $59,834 

surplus over capital and all other lia- 

bilities. Since it was received and 
printed by us, we have secured from 
the Kentucky Insurance Department 
the report of an examination of the 
company by the Insurance Depart- 
ments of Kentucky and West Virginia, 
as of October 31, 1912, of the existence 
of which we were ignorant at the time 
our report was made up. Otherwise, 
we would have called attention to the 
extraordinary discrepancy between the 

official report, as of October 31, 1912, 

and the claimed condition of the com- 

pany on December 31, 1912. 


It will be noted from the report 
which we print below that the exam- 
iners were unusually drastic in their 
criticisms of the methods of this com- 
pany, and it would appear that these 
criticisms were entirely justified. 


Report of Examination by Kentucky 
and West Virginia Departments. 


Louisville, Ky., Nov. 19, 1912. 
“Hon. M. C. Clay, Commissioner of In- 

Surance, Frankfort, Ky. 

“Hon. J. S. Darst, Auditor and Ex. 

Officer Ins. Com., Charleston, W. Va. 
“Sirs: 

“In compliance with your instruc- 
tions of recent date, we have exam- 
ined the Southern National Life Insur- 
ance Company of Lyndon, Kentucky 
and have to report as follows: 


“The company was incorporated July 
7, 1908, for the purpose of conducting 
a Life Insurance business on the legal 
reserve plan; and began business Nov. 








Original authorized capital 
stock, $100,000 divided into 10,000 
shares of $10 each. On Nov. 12, 1908, 
the authorized capital stock was in- 
creased to $500,000. 


17, 1908. 


“It is now licensed in Kentucky, 
West Virginia, Florida, Georgia and 
Indiana. 


“Its officers are: Ed. L. Williams, 
President; Wm. Higgins, Sec. & Treas.; 
R. H. Edelen, Vice-President; J. E. 
Gamble, Vice-President; Stanley Reed, 
Asst. Sec. 

“Its directors are: Ed. L. Williams, 
J. E. Gamble, G. M. Snellings, G. W. 
Edwards, Wm. Higgins, M. K. Allen, J. 
S. Hilton, H. C. Hays, J. L. Block, R. 


H. Edelen, W. O. Head, J. Harrison, J. 
W. Ray. 

“The Treasurer is bonded for $10,- 
000. 


“The examination consisted in: (a) 
Checking up the Company’s financial 
statement as of Dec. 31, 1911. (b) De- 
termination of financial condition as of 
Oct. 31, 1912, supplemented by a gen- 
eral investigation of its affairs. 


“4.” 

“In the Company’s annual statement 
as of Dec. 31, 1911, now on file with 
your department, we note the follow- 
ing as the principal items for which 
the Company improperly takes credit 
or fails to charge proper liability: 


(1) “Under Income appears the item 
‘Increase of surplus during year, $130,- 
840.’ This amount, with the exception 
of $90 from sale of stock, is a ‘guar- 
anty fund’ and is not the property .of 
the Company as will be explained in 
the latter part of this report. 


(2) “Under assets, in addition to the 
above, the Company takes credit for 
its own stock in the amount of $13,- 
250, and money loaned on its own 
stock in the amount of $13,750. Only 
335 shares of the stock listed for this 
loan belonged to the borrowers, the 
remainder was the property of ‘the 
Company. 

(3) “Under non-ledger assets, cred- 
it is taken for premiums due and un- 
reported and deferred, for an amount 
approximately $30,000 in excess of the 
true amount, proper deduction for 
loading not having been made. 


(4) “Under non-admitted assets, 
several items have not been deducted 
as required by the statement blank. 


(5) “Under liabilities, several items 
were not charged. 

“From the foregoing it is apparent 
that on this date the capital stock of 
the Company was in fact impaired in 
an amount largely in excess of $100,- 
000. 

“It is not deemed necessary to take 
up in detail the many items in which 
the condition of the Company was im- 
properly reported as of Dec. 31, 1911, 
over the sworn certificate of its offi- 
cers aS we are principally concerned 
with the present condition which will 
be taken up in detail. 


“RB” 
Statement of Financial Condition as of 
Oct. 31, 1912. 


(Continued on next page.) 
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Capital Stock. 


























Amount of Capital Stock 
eae We GR GON. ccactcete $189,040.00 
Ledger assets Dec. 31, 1911 
(as per statement)....... 340,776.04 
Correction, due to unpaid in- 
terest improperly taken 
> Uk De sc cecocesccnes 1,465.70 
Ledger assets, Dec. 31, 1911..$342,241.74 
Increase in Capital Stock 
ee. I. o 5-0 soe bes 6 ewes 430.00 
BeOS: BE _ noc vic ccerecneds $342,671.74 
Income. 
First year premiums, less 
a 5 oc knee eu $80,219.81 
Renewal premiums, less re- 
as as om meee 6 ee 46,880.93 
Total premium income... .$127,100.74 
Interest on collateral loans. 15.00 
Interest on bonds........... 1,204.38 
Interest on policy loans..... 59.85 
Interest on premium notes... 281.31 
Cash with applications..... 135.10 
Surplus from sale of stock.. 470.00 
Rent from sub-lease in ex- 
cess of rent paid.......... 109.00 
Stock subscriptions......... 3,474.90 
5,749.54 
Total imcome.............. $132,850.28 
Amount carried forward... .$475,522.02 
Disbursements. 
I A i 1 $14,100.00 
Surrender values .......... 1,204.71 
First year commissions..... 70,738.54 
Renewal commissions....... 2,579.88 
BEeereeD SE GmOmMts...ccccccs 870.00 
Traveling expenses.......... 1,285.77 
Medical examiner's fees..... 4,773.70 
Inspection of riskKs.......... 1,250.32 
Home office salaries......... 12,070.03 
VOR REEEE, scececcenccccess 918.79 
Printing and stationery..... 1,184.61 
Pt << cesns suche eee se ses 237.54 
Express and telegrams..... 567.38 
Repairs and expenses on 
Uk ee 773.83 
Taxes on premiums ....... 207.81 
Ins. Dep’t Licenses and fees. 1,261.33 
Coupons applied to reduce 
S. cetkicae bewsb'eeces 2,507.42 
General expenses............ 1,839.27 
Commissions on sale of stock 150.00 
Pittsburg Life & Trust Co.. 196.68 
Actuarial expenses.......... $22.87 
OO ee ee ee 378.35 
Licenses and fees (city, etc.) 404.75 
GOED. cas ves ceseseccce 8.00 
Dividends on special policy 
DES: Weesb os 60 b6G6b ob 00nd 2,759.70 
eo EL re 56.58 
pees BOGBe te cccccovnece 127.63 
Total disbursements....... $123,275.49 
EE $352,246.53 
Ledger Assets, 
Book value of real estate 
and improvements......... $6,568.35 
Less amount due on _pur- 
a Se ee 2,252.30° 





$4,316.05 


Mortgage loans on real es- 


Cate, MPOt SEGMB. ceoccccccs » 10,215.17 
Mortgage loans on real es- 

tate, second liens..... seer 230.00 
Collateral loansS...........-. . 60,150.00 
Stocks owned by company.. 12,950.00 


Stocks (guaranty fund).... 130,750.00 
Stock—Sou. Nat’l Life Realty 














Corporation (see analysis) 65,000.00 
Cosh. im DORR .ccccoes sO 66.0 1,375.04 
Certificates of deposit....... 8,296.00 
|. th , 2,005.26 
Renewal premium notes.... 13,711.71 
First year premium notes... 304.95 
Furniture and fixtures...... 2,444.96 
Typewriters and adding ma- 

CEOS 0d kcccncecsevesoses 1,111.20 
Bills receivable (loans on 

Company’s stock)......... 3,483.35 
Agents’ balances—debit, $35,- 

212.76; credit, $591.45; met. 34,621.31 
Personal accounts........... 1,530.34 
F. S. Breyfogle (general 

agent) account.........e.. 19,560.49 

Ledger assets............. $362,055.83 
Deduct unadjusted balance 

on stock of Sou. Nat'l Life 

Realty Corporation........ 9,809.30 

Ledger assets as per bal- 

BROS 56s edeset atari inise $352,246.53 
Non Ledger Assets. 
Interest due on mortgage 

Ss occ sae Gebenee es i $640.51 
Interest accrued on mort- 

Pe Dein coeced ceed ean 262.30 
Interest due on collateral 

, <Kadekenedasanehen 6 4,755.00 
Interest accrued on collat- 

PE Wks 6 6.0 venewsavboue 1,639.27 
Interest due and accrued on 

policy loans and premium 

De  whoewe wewedssnc dhe 331.60 
Net amount of uncollected 

and deferred premiums 

PES DGD occ 66 weaetaebsess 
Net amount of uncollected 

and deferred premiums 

LPOG. co cecvccedscveds 3,505.57 

$11,134.25 

Gross assets.............. $373,190.08 


Deduct Assets Not Admitted. 
Stocks (guaranty fund)... .$130,750.00 








Stocks owned (excess of 

book over market value). 11,114.00 
Stocks Sou. Nat'l Life Realty 

Corp. (par over allowed 

Dee ‘kewsentedeehondceess 18,559 30 
Collateral loans (excess over 

ee Se 30,260.00 
Collateral loans (interest 

DE: sabacvesesvadec 6,241.43 
Furniture and fixtures...... 2,444.96 
Typewriters and adding ma- 

DE: “havens sawee oacs dienes 1,111.20 
Bills receivable (loans on 

company’s stock)......... 3,483.35 
Personal accounts........... 1,530.34 
F. S. Breyfogle (Gen. Agt.) 

i: a4 bees ae ht hae bee 19,560.49 
Agents’ -debit balances...... 35,212.76 
Cash in insolvent banks.... 761.82 
Cash not -acknowledged by 

Gn. > ake w baw bo eo Sek bee ces 84.42 
Certificate of deposit in in- 

DOO Wc cdiceseboeces * 3,000.00 

















Mortgage loan, second lien.. 230.00 
First year premium notes... 304.95 
Premium notes, policy loans, 
etc., in excess of net value 
Ce Meee occecseuoeseewe 1,314.60 
$265,963.62 
Admitted assets ...... ’,. .8107,226.46 
Liabilities. 
Reserve, American experi- , 
iN a ye $82,904.48 
Deduct re-insurance......... 2,236.71 
Net reserve. ........050065 $80,667.77 
Unpaid death 108s........... 1,000.00 
Cash with applications...... 946.15 
Coupons deposited with Com- 
Dt! tviauaehaedd bantaad oe - 5,666.18 
Interest on same at 3%% 
compounded semi-annually 
Pe stceunesecé veces 198.32 
Commissions payable on par- 
tial payments received on 
a ee ie el hk oe B 694.98 
Commissions due agents on 
premium notes when paid. 959.80 
Interest due or accrued on 
wmeremty UME .cccccecccs 2,691.00 
Dividends due or accrued 
under special dividend 
provisions on policies..... 3,635.02 
Outstanding bills............ 1,434.89 
Estimated amount hereafter 
payable for taxes on 1912 
OD .° 0 ai otbk aad ow eh oot 273.00 
Unearned interest on policy 
Pe (MM 6 dé o6ee dbs bb ee eS 4 55.30 
DD tecsevecaetvecass 898,222.41 


Capital stock outstanding. ..$189,040.00 
Capital stock, Liabilities by 
reason of cash received on 











a a PP ee 1,389.60 
Total Stock Liability..... $190,429.60 
WEED. we ctvecevscicredeued $288,652.01 
Impairment ...........5. 181,425.55 
Balance........... . .8107,226.46 


Analysis, 
“Only those items requiring expla- 
nation will be herein referred to. 


Capital Stock. 


CORRECTION TO LEDGER ASSETS 
- DEC. 31, 1911. 

“In order to obtain the correct ledger 
assets on Dec. 31, 1911, it was neces- 
Sary to apply as a correction $1,465.70 
to the amount shown in the annual 
statement as of that date which rep- 
resents interest owed by Messrs. Will- 
iams, Dickey and Poindexter on collat- 
eral loans taken up incorrectly on the 
ledger as paid, but omitted from an- 


nual statement as a ledger asset. 


Income, 
STOCK SUBSCRIPTIONS. 

“This item represents cash paid to 
the Company as partial payments on 
stock not yet issued, against which 
charges are made under liabilities. 

Assets. 
REAL ESTATE AND IMPROVEMENTS 
LESS AMOUNT DUE. 

“These items refer to the home office 
property of the Company at Lyndon, 
Ky., consisting of a two-story frame 
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house and a lot, being purchased on 
the building and loan plan. The cost 
price plus cost of improvements is the 
value allowed and the amount remain- 
ing unpaid is deducted, 


Mortgage Loans on Real Estate. 

“See Schedule ‘A.’ The first liens 
were inspected by Mr. Bullock. Al- 
though the interest is in arrears, the 
loans are well secured and are allowed 
at full value. The second lien was ob- 
tained in settlement with a former 
employee and is deducted under non- 
admitted assets. 

“Collateral Loans. See Schedule ‘B.’ 

“Stocks. See Schedule ‘C.’ 

“We experienced great difficulty in 
obtaining satisfactory valuations of 
the securities owned or held as col- 
lateral by the Company, owing to the 
fact that they are inactive and many 
of them involved in receiverships and 
were quoted by brokers as of ‘no 
value.’ We consulted several local 
bond houses, banks and individuals 
and obtained as a result the values 
dated in the schedules, which are of 
necessity in many cases only rough 
approximations. The Columbus, Dela- 


ware & Marion Railroad Company 
stock and the bonds of the Marion & 
Suburban Railroad Company are in- 


volved in receiverships. 

“The Athens Trust & Banking Co., 
of Athens, Ga. 

“The Franklin Bank, Louisville, Ky., 
and the Two State Bank of Stephens- 
port are in the hands of receivers. 

“The Bank of Bardwell stock is al- 
lowed at 1.25. 

“On the remaining bank stocks we 
were unable to obtain satisfactory in- 
formation but have allowed them at 
par as they are all in operation and 
presumably solvent. The amounts in- 
volved are not of sufficient magnitude 


to necessitate a more thorough inves- 


tigation. 

“The Henry Watterson Realty Co. 
preferred stock has not been on the 
market, it being placed with this Com- 
pany by Mr. Higgins and Mr. Edelen, 
who are among the incorporators of 
the Realty Company and officers of the 
Insurance Company. These two men, 
we are informed, have expressed a 
willingness to replace this collateral 
by collateral that will be acceptable 
to the Insurance departments. 

“Only 335 shares of the 935 shares 
of Southern National Life stock, listed 
as collateral security, belong to the 
borrowers, the remainder belong to 
the Company. 

“Nearly all of the financial transac- 
tions of the Company have been with 
its officers and directors, past and pres- 
ent. The greater part of the stocks 
now held or on collateral loans have 
been obtained as a result of the sale 
of Southern National Life stock. 


“In a large number of cases these 
securities have deteriorated in value 
as shown by the schedule, some to the 
point of utter wworthlessness. The 
Company has suffered heavy losses in 
this connection. 

“The stocks deposited with the 
Treasurer of Kentucky were inspected 
by Mr. Bullock. 








Stocks (Guaranty Fund). 

“This fund was contributed by three 
Directors of the Company under the 
following agreement, marked ‘D’ here- 
to appended. 

“The amount at par is stated in 
Schedule ‘E.’ 

“Under ‘Resolved, fourth’ of the 
agreement, you will note that the 
guarantors have the right to demand 
a return of their securities when the 
gross assets of the Company, exclusive 
of the guaranty fund, are not in ex- 
cess of the insurance reserve and all 
other claims and liabilities except 
stock liabilities, of the Company. In 
other words, when the Company’s 
finances are reduced to this condition, 
the guarantors may withdraw their 
securities without any regard to the 
protection of the policyholders. 

“In addition, you will note by re- 
ferring to Schedule ‘E’ that the par 
value of the guarantee fund is $57,750, 
which is the amount upon which the 
Company contracts to pay interest and 
is in our opinion all the Company 
would in any case be entitled to take 
credit for, yet it has marked up the 
book value of these stocks on a basis 
of market value in the amount of $73,- 
000 and takes credit for $130,750. Al- 
though the authorization as stated in 
the agreement ‘D’ above Wferred to is 
for a maximum amount of but $100,- 
000. It might be added, although su- 
perfluous, that the stocks comprising 
the guaranty fund belong to the class- 
es not permitted by the Insurance laws 
of Kentucky as investments for Life 
Insurance Companies. 

“As this fund is not the absolute 
property of the Company and by the 
very agreement under which it is con- 


tributed, it at no time furnishes any? 


real protection and is permitted to 
fail when most needed to protect the 
policyholders, it is a liability and the 
Company is entitled to no credit for 
it. 

“As it tends to mislead those who 
take policies or purchase stock on the 
strength of the Company’s statement 
of assets and gives the Contributors, 
Directors of the Company, a double 
return on the securities deposited as 
well as subjecting the Company to a 
useless interest expense, we respect- 
fully submit that the guaranty fund 
should be at once retired. 


Stocks (Southern National Life Realty 
Corporation). 

“The Southern National Life Realty 
Corporation was formed on January 
31, 1912, by M. K. Allen, R. H. Edelen, 
Wm. Higgins, Ed. L. Williams and J. 
W. Ray, four of whome are members 
of the finance committee of the Insur- 
ance Company and the fifth, Mr. Ray, 
is a director and General Counsel for 
the Insurance Company. 

“The charter of the Realty Company 
authorizes it to acquire real and per- 
sonal property, deal in same, lease, 
rent or sell same and do all things 
necessary to that end. 

“The authorized capital stock is 
$200,000, one-half of which is to be 
preferred, with 6% cumulative interest 
and no voting power, the other half 
common with voting power. 














“On February 21, 1912, the finance 
committee of the Insurance Company 
passed a resolution assigning to the 
Realty Company the following securi- 
ties in payment of its subscription for 
stock in the Realty Company. 





eEES 
> FEg 
CS tw 
© SRroet 
= =a OS ~ 
3 e : Sow 
> es 6 
Description. b = Ss te 
oS aoe 
Quy > 
Note of M. K. Allen 
(mortgage loan) $5,000.00 $5,000.00 
Note of Emma B. 
Poindexter (mort- 
gage loan)....... 5,000.00 5,000.00 
Note of J. W. Ra 
mortgage loan). 5,000.00 5,000.00 
Fifteen Evansville 
& Mt. Vernon 
Electric R. R. e 
a - 15,000.00 13,500.00 
Seven New Al- 
bany Water Wks. 
EE cédeas ceseus 7,000.00 5,950.00 
Eight New Albany 
Gas & Electric 
Ce We Sic ceca 8,000.00 6,800.00 
It later trans- 
ferred: 
500 shares Sou. 
Nat'l Life Insur- 
ance Co. stock.. 5,000.00 ...... 
Gee ) cadseweose ces 5,190.70 5,190.70 
WO cccce sweets $55,190.70 $46,440.70 


“The Realty Company in considera- 
tion of the above issued $65,000 of its 
preferred stock to the Insurance Com- 
pany. These transactions have not 
been taken up on the books of the In- 
surance Company, with the exception 
of the cash item and there is no writ- 
ten agreement concerning the deal. 

“The General Counsel, Mr. Ray, in- 
forms us that the $65,000 of preferred 
stock was an arbitrary amount and 
that the difference in the tradé would 
be later determined and paid by the 
Insurance Company, after adjustment 
of interest and other details, the bonds. 
being taken at par. The incorporators 
of the Realty Company are theoreti- 
cally the holders of three shares each 
of the common stock for voting pur- 
poses although the stock has not been 
paid for, issued or delivered. This ac- 
counts for all the stock issued to date. 

“It is noted that the Insurance Com- 
pany has no common stock and con- 
sequently no vote, 

“Mr. Ray further informs us that the 
intention is to ultimately place all the 
Realty Company stock with the In- 
surance Company, both preferred and 
common. 

“On March 8, 1912, the Realty Com- 
pany leased from Charles F. Busch- 
meyer, for a term of ninety-nine years, 
property at the southeast corner of 
Fourth and Market Streets, Louisville, 
Ky. The principal features of the 
lease of importance in connection with 
this investigation are as follows: 

“The Realty Company is obligated 
to pay an annual rental of $12,000 per 

(Continued on next page.) 
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year from date of lease until they 
have erected on the leased premises 
a fireproof office building not less than 
fifteen stories high above the street at 
a minimum cost of $140,000. This they 
covenant to do within eighteen months 
from the time they obtain possession 


of the property from the present ten- 
ants of the lessor. After the building 


is ready for occupancy or not later 
than Dec. 1, 1916, the annual rental is 
$14,000 per year. 

“The Realty Company takes the 
premises subject to the present leases 
but cannot extend any leases on the 
present building beyond June 1, 1915. 
The Realty Company’s present annual 
income from this source is approxi- 
mately $14,000. 

“The lessee does not have the right 
to mortgage, assign or transfer its 
leasehold until it has expended the 
sum of $50,000 in the erection of the 
new building. 

“The lessee in accordance with the 
requirements of the lease has deliv- 
ered to the lessor a certificate of de- 
posit for $25,000 payable to the lessor 
as agreed liquidated damages in case 
of failure to perform the various cov- 
enants of the lease. ' 

“An additional certificate of deposit 
for the same amount must be depos- 
ited under the same conditions before 
starting to demolish the present build- 
ings. 

“This is not a proper investment for 
a Life Insurance Company. It is in 
effect taking up a different kind of 
business from that for which it was 
incorporated. 

“The value of the Realty Company 
stock held by the Insurance Company 
is allowed at the market value of the 
securities exchanged for it with the 
exception of the Southern National 
Life stock, which is not considered for 
the reason that being held by the 
Realty Company it amounts in this 
case to the same thing as being held 
by the Insurance Company. We be- 
lieve this to be a liberal allowance for 
the Realty stock as many things could 
occur to make it worth much less and 
‘it could be disallowed entirely as an 
improper investment. 

“We consider the transaction above 
described to be very objectionable and 
entirely improper. 

“Mr. Ray informs us that the Realty 
Company had an offer of $50,000 for 
their lease, and exhibited to us a let- 
ter in support of this statement. 

“We respectfully recommend that 


the Insurance Company be re- 
quired to withdraw from this trans- 


action and obtain a return of the se- 
curities and money turned over by it 
to the Realty Company. 


Cash in Banks. 

“In this amount are sums in insol- 
vent banks and an amount in contro- 
versy, which are deducted under non- 
admitted assets. 

Certificates of Deposit. 

“A certificate of deposit of $3,000 in 
an insolvent bank is deducted under 
non-admitted assets. 


Policy Loans. 
“These were checked up and treated 


in the usual way. 








Premium Notes. 

“The Company is guilty of rebating 
or discrimination in this respect as the 
rate of interest charged ranges be- 
tween the limits of 0% and 8%. 


Other Items of Assets. 

“The remaining items are not se- 
cured as required by law and are con- 
sequently deducted under non-admitted 
assets. 

Discrepancy. 

“It will be noted that the ledger as- 
sets as of Oct. 31, do not agree with 
the balance on the preceding page, the 
difference being $9,809.30. This, as 
previously explained, arises from the 
fact that the transactions with the 
Realty Company have not been taken 
up on the books, although the trans- 
fers have been made in fact and are so 
considered by us. The difference be- 
tween par value of securities and cash 
($55,190.70) assigned to Realty Com- 
pany and par value of stock of Realty 
Company received ($65,000) is $9,809.30. 


Non-Ledger Assets. 

“Under this account, has been cred- 
ited only the interest due and accrued 
on securities remaining with the Com- 
pany. In the absence of a written 
agreement, we have not attempted to 
ascertain the various items of inter- 
est in connection with the securities 
turned over to the Realty Company. 

Non-Admitted Assets. 

“The reason for these deductions 
have already been given with the ex- 
ception of 


Interest Due and Accrued on Collateral 
Loans in Excess of Security. 

“Where the security is not sufficient 
to protect the interest in addition to 
the principal, we have made corre- 
sponding deductions, included in this 
item. See schedule of Collateral loans. 
Premium Notes, Policy Loans, etc., in 

Excess of Net Value of Policies. 

“This item was computed in the 
usual way. 

Liabilities. 
Reserve. 

“The reserve was calculated on the 
American Experience table of mortal- 
ity, interest 3%%, preliminary term, 
modified for endowment policies and 
policies whose term of payments is 
less than 20 years. 

“All: computations in this report are 
on the paid for basis. 

“Amount of insurance in force Oct. 
31, 1912, $4,688,000. 

“Amount re-insured, $381,000. 

“The reserve and other actuarial 
computations were made by actuary 
Cc. B. Bullock. 


Death Claims. 
“One claim unpaid at date of exam- 
ination for $1,000. 
Coupons Deposited With Company. 
Interest on Same. 
“These items are calculated in ac- 
cordance with policy provisions. 


Commissions Payable on Partial Pay- 
ments Received on Stock. 

“This liability is charged against the 
cash received in partial payment for 
stock and is 20% of amount received. 
Commissions Due Agents on Premium 

Notes When Paid. 
“This item represents 7% on prem- 





ium notes, which is the average com- 
mission on renewals. 
Interest Due or Accrued on Guaranty 


Fund. 

“No interest has as yet been paid by 
the Company on this account although 
the contract provides for semi-annual 
payments. 

“Dividends due or accrued under 
special dividend provision of special 
20 pay life policies, complete protec- 
tion policies and limited payment and 
deferred annuity policies. The source 
of these dividends will be discussed 
under “Policy Forms.” 

“Capital Stock Liability by reason of 
Cash received on stock account. 

“This item represents the stock lia- 
bility for cash received as partial pay- 
ments on stock accounts—the amount 
of stock for which the Company would 
be liable of no further payments were 
made on these accounts—on the basis 
of $25 per share. 

“The remaining items of liabilities 
are self-explanatory. 

Impairment. 

“As explained in the preceding pages 
of this report an absolutely accurate 
statement of the amount of impair- 
ment cannot be made. It is principally 
due to the usual causes in the case of 
young Life Insurance Companies— 
high cost of business and bad invest- 
ments. 

“The amount of impairment due to 
marking off the Edelen & Higgins 
loans ($3,700.00) can and no doubt 
will be quickly remedied. We do not 
believe much can be expected in the 
near future, at least, for the remain- 
der. 

“The stock is non-assessable. 

“A reduction of the value of out- 
standing stock to the minimum amount 
($100,000) would still leave the Com- 
pany with a large impairment. 

“The stock is being sold very slow- 
ly and a great deal cannot be expected 
from this source; we are therefore of 
the opinion that it is doubtful as to 
whether the impairment can be made 
good within a reasonable time, if ever, 
and recommend that appropriate steps 
be taken to protect the policyholders. 

General Remarks, 
POLICY FORMS. 

“The Company has in force the fol- 
lowing kinds of policies: Ordinary life, 
20 payment life, special 20 payment 
life, 10 and 15 payment life, 15 and 20- 
year and trust fund endowment, com- 
plete protection, limited payment and 
deferred annuity, and term policies. 

“All policies are issued on the non- 
participating basis, maximum written 
$20,000 retained $5,000. In many cases 
the date for payment of premium— 
from which days of grace are calcu- 
lated—is several days in advance of 
the date of the policy. Several of the 
policy forms contain options for pur- 
chase of stock. The special 20 pay- 
ment life policy contains the follow- 
ing provision: 

“"The Company agrees to set apart 
as a fund to pay dividends on policies 
issued on this plan, an amount equal 
to one dollar for each one thousand 
dollars of insurance issued by this 
Company and in force (other than term 
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and monthly payment insurance) in 
the Company at the end of each cal- 
endar year, and will pay to the in- 
sured, at the date the annual renewal 
premium is due, up to and including 
the tenth year of this policy and con- 
ditioned upon the payment of such an- 
nual renewal premium, such propor- 
tionate share of such fund as this pol- 
icy in amount bears to the whole 
amount of the policies to be issued on 


this plan. Policies under this plan 
will only issue fee $2,500, $5,000 and 
$10,000.’ 


“The complete protection policy and 
the limited payment and deferred an- 
nuity policy contain the same provis- 
ion except that in place of the words 
‘policies issued on this plan,’ they read 
policies issued on this and on a similar 
or like dividend plan.’ 

“As interpreted by the Company, all 
policies of these three kinds share in 
one and the same dividend fund. 

“In our opinion the special 20 pay- 
ment life policy fund cannot be shared 
in by the complete protection and lim- 
ited payment and deferred annuity 
policies for the reason that they are 
not ‘issued on this plan’ unless ‘on this 
plan’ can be properly construed to 
mean ‘on this dividend plan’ which is 
at least doubtful. If the ‘plan’ means 


‘special 20 pay life plan’ then a sepa- 
rate additional dividend fund must be 
created for the complete protection 
and limited payment and def. ann. pol- 
icies. No injustice has as yet been 


done in this connection as all of these 
policyholders have, owing presumably 
to an error in calculations, received 
larger dividends than they were enti- 
tled to under this contract. 

“We have charged as a liability, the 
amount remaining unpaid from the 
fund set apart on Dec. 31, 1911, and 
the amount accrued to date, on the 
basis of one fund. 

“The Company states these dividends 
are made good by the additional prem- 
iums charged in these policies. 

Sale of Stock. 

“The original issue of stock was 
sold at $12.50 per share. It has later 
sold at $15, $17.50, $20 and $25 per 
share. On the first $100,000 of stock 
sold there was little expense and no 
commissions. 

“The stock is now being sold at $20 
per share with 20% commission on the 
gross amount. 

“In Florida and Georgia contracts 
have been issued which entitle the pur- 
chaser of the stock for a period of 
ten years to his pro rata share of a 
fund derived by taking 10% of all first 
year premiums on original business 
paid for within that state and 2%% 
of subsequent years premiums received 
in cash by the Company. 

“The total number of shares to be 
sold in Florida under this plan is 2,- 
500. It is explained that a correspond- 
ing reduction of insurance agents com- 
missions will be made in this territory. 

“The Company’s stock is being sold 
very slowly. 

Cost of Business. 

“The greater part of the Company’s 
business is written through the gen- 
eral agency of F. S. Breyfogle. His 
contract provides for very liberal com- 
missions. ; 








“You will note $70,000 in commis*® 
sions alone on first year premiums of 
$80,000 which in our opinion is more 
than the Company can well afford. 

Conditions of Records. 

“The policy records of the Company 
and the bookkeeping department in 
general are in good condition—from 
a bookkeeping point of view. We take 
pleasure in commending this feature. 

“It seems, however, that the officers 
of the Company have failed in several 
instances to provide proper vouchers 
for the financial transactions of the 
Company. For example, we find sev- 
eral journal entries on Oct. 31, 1910, 
relative to the purchase of bonds in 
the amount of several thousand dol- 
lars in which the officers of the Com- 
pany, Messrs. Williams, Dickey and 
Poindexter, were principals entered 
‘by order of Ed. L. Williams, Presi- 
dent,’ and no vouchers for the trans- 
action were found. 

“The Realty Company transfer pre- 
viously referred to has not yet been 
taken up on the books and there are 
no vouchers or agreement to show for 
it. This method of doing business can- 
not be too strongly condemned. 

“In our opinion there are many evi- 
dences that personality plays too im- 
portant a part in the financial trans- 
actions of this Company, this depart- 
ment—and in fact the whole Com- 
pany—is not condueted with the strict- 
ness that should characterize a corpor- 
ation of this kind. Even the officers 
and directors of the Company in many 
cases owe interest which was due two 
or three years ago, and borrow money 
on improper security. We are, how- 
ever, inclined to take as lenient a view 
of these shortcomings as is consistent 


with our duties for the reason that 
they have been overlooked, condoned or 
approved in the past as is evidenced 


by a report as of Dec. 9, 1911, by ex- 
aminers employed by the Kentucky In- 
surance Department. 

“In conclusion, we desire to ac- 
knowledge the courteous treatment ac- 
corded us by the officers and employ- 
ees of the Company.” 

Very respectfully, 
(Signed) Cc. B. BULLOCK, 
Examiner for Kentucky. 
GILFORD DARST, 
Examiner for West Virginia. 
Louisville, Ky., May 31, 1913. 


STATE LIFE INSURANCE COMPANY 
OF INDIANA, INDIANAPOLIS, IND. 
Report of Examination Reviewed. 
An examination of this company was 

recently made at the request of the 

examining committee of the National 

Convention of Insurance Commission- 

ers, by representatives of the States 

of Indiana, Colorado and Oklahoma, 
covering the years 1911 and 1912. Its 
statement as of December 31, 1912, ac- 
cording to the report of the examina- 
tion, differs somewhat from that filed 
by the company and as printed in our 

1913 volume. The schedules of income 

and disbursements are practically the 

same as filed by the company. 

The total admitted assets in the 
statement printed in our volume are 
$12,053,756.00, whereas that item, ac- 
cording to the report of examination; 
is $12,060,807.02. A certificate of de- 
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posit of $5,000 made payable to Albert 
Sahm, trustee, who is secretary and 
treasurer of the company, and openly 
endorsed by him, was not entered upon 
the company’s books. This certificate 
of deposit draws 4% interest and is a 
cash bond deposited by an agent. This 
was the principal item of difference in 
the figures. 

The surplus of the company, as 
shown in our report, is $1,767,528.00, 
but according to the report of the ex- 
amination this item amounts to $1,- 
726,660.68. 

The company has outstanding a large 
number of series of “special” or “ad- 


visory board” contracts. While the 
company paid in 1912 $141,194.52 as 
compensation under these contracts 


and large amounts in previous years, 
no corresponding item of liability has 
been carried on all or a part of said 
contracts, for the reason that the 
amounts credited to the various funds, 
with two exceptions, were calculated 
in January. An examination of these 
individual contracts, however, shows 
that the contracts issued during the 
earlier years of the company provide 
for computing and setting aside a fund 
thereunder at the end of each calen- 
dar year. In accord with this require- 
ment the amount of said fund on De- 
cember 31, 1912, was calculated to be 
$43,919.02, which sum was set aside 


as a liability, this item being the 
principal cause of the difference in the 
surplus. 

Early in January the fund on the 


remaining contracts was calculated and 
set aside by the company, the amount 
of which is $87,379.73, which fund is 
for payments during the year 1913, in 
addition to the amount set aside as a 
liability on December 31, 1912. The 
examiners did not charge this fund as 
a liability, although it appears that 
it was an accrued liability at the end 


of 1912, since the amount is paid from 
the premiums collected during that 
year. The examiners recommended 


that the company hereafter carry as a 
liability at the end of each year the 
entire fund for the payment of special 
contract compensation during the en- 
suing year. 

In regard to the item of salaries of 
officers, directors and home office em- 
ployees amounting to $129,287.30, the 
examiners said that it was reasonable 
for a company of its size. Included 
in this item “are salaries of $3,000 
each per year to members of the execu- 
tive committee not otherwise connected 
with the company except as directors, 
and salaries of $1,000 each per year 
to directors not otherwise connected 
with the company. In several instances 
this has resulted in the payment of a 
very large fee for actual attendance 
upon meetings, and considerable sav- 
ing could be effected by paying a rea- 
sonable attendance fee to members of 
the executive committee and board of 
directors not otherwise officially con- 
nected with the company.” 

In the concluding remarks the ex- 
aminers said that the affairs of the 
company are ably and efficiently con- 
ducted, and that the interests of mem- 
bers of the company are being prop- 
erly conserved. 
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Have You Ever Wished For a Machine 
that Would Add Two Columns at Once? 


BURROUGHS DUPLEX will do it and also 
A carry totals from one column to the other. 
For instance, it will give you separately each 
clerk’s sales for the day (or week) and then auto- 
matically “re-cap”’ them, all in one operation. It 
will add debits and credits separately at same time 
and, in fact, carry on any two ordinary adding- 
machine operations at the same time. Today there 
are 160,000 people operating adding machines in 
this country who could save 20% more time than 
they are saving if they used the machine “that 
almost thinks”- 


Burroughs Duplex 
Bookkeeping Machine 


This “two-in-one” machine in a little more than a year 
has made a big “hit.” 2,600 out of the 20,000 Burroughs 
machines sold last year were Burroughs Duplexes and we 
were behind on our orders nearly all of the last six months. 


We are giving it more factory room now and can supply 
you more promptly. 


This month we are making a special demonstration of 
the Duplex machine so that you may try it (gratis) in 
your business.. Our representatives have machines for 
this purpose. We can’t call on every one, but if you want 
to see if it will save you time, work and worry, write us 
so we may show you a Duplex. It will cost you nothing 
and put you under no obligation. Ask for Duplex Folder. 


BURROUGHS ADDING MACHINE COMPANY 
285 Burroughs Block, Detroit, Michigan "“°"iSndon'E.c. England 
Makers of adding and listing machines; listing and non-listing calculating 


machines; low rd, visible-printing adding machines — 8 different 
models in 492 combinatiuns of Seatures—$150 to $950; easy payments, if desired 
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